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GASOLINE TAX SHARING: THE PROBLEM AND ITS IMPLICATIONS 
Ever since its introduction in 1923, the gasoline tax 
as a source of state revenue in Tenness·ee has grown in im­
portance. In 1924, the first complete year ot gasoline tax 
col le ctions, $1,548,465 wa� collected from this s ou rce.l 
This made up only approximate ly 5.4 per cent or state revenue. 
In 1941, t22,718,598 was collected trom the gasoline tax.2 
. 
This tax re turn now com.pris�s app roximately 43 per ·cent of 
total state tax receipts. This great in�rease has come about 
in two ways; at first a tax of only two cents a gal lon was 
imposed; this was gradm lly inc reased until 1932 when the 
total reached seve n cents per gallon. Since 1932, the in­
crease has been largely due to the increased consumption of 
gasoline brought about by the ever increasing numbers of 
aut omobile s and th e continuous expansion o f  t h e  construction 
of improved and well-linked roa d.facilities. Insorar as the 
automobil e is now
·· 
c onsidere d a necessity in our present 
1 Beport g! � Depart�t of Finance and Taxation, 
January 1, 1g�5, p. 58. 
2 Knoxvi l le Journal, July 1, 1941. 
economic system, any problem arising out ot the distribution 
ot ·any part of suc h a sizeable tund is necessarily or vit al 
importance not only to the.automobile user but to the general 
public tor whom services are directly or indirectly per tor.med 
by gasoline motivated vehi.eles. 
A characteristic �eature of the gasoline tax is the 
tradition that its proceeds should be earmarked for f inancing 
the construction and m aintenmace of h ighway facilities. The 
theory that the higbway user should pay for the construction 
and upkeep of road facilities is the one upon which the gaso­
line tax and the motor vehic le registration tees are based. 
In this state, since 1929, portions of this centrally 
collected gasoline tax have b een returned to the local units 
of government, (in this state, the counties). Approximately 
five million dollars out of a total tax collected of approxi­
mately eighteen million dollars in 1940 was shared with coun­
ties. In the fiscal year 1941, nearly six and one-half m illion 
dollars was shared with the counties of th e state. These re-
turned portions are specific�lly ·earmarked f or use .in the 
construction and maintenance of those purely local or secon­
dary ro ads. 3 Roads of this type throughout the state are now 
3 As is pointed out latel", since 1937, the State ha.s 
been authorized to withhold certain portions or these funds 
if certain quotas are not met by the countie s. (Social 
Security, Dependent Children, aDd Blind Funds). 
3 
financed mainly from th is source. 
There are several arguments that justify the adoption 
of the shared tax as a means of distributing highway revenues, 
and it is difficult to determine the relative value of each, 
but there are two of significant importance. First, if the 
fund s were spent exclusively upon the primary system of state 
ro ads, many taxpayers (auto users) would receive little benefit 
trom the taxes they paid. This is due to the ract that the 
state system is extremely limited in milea ge, and many auto 
users do not have direct access to such roads. Sharing serves 
as a device to assure all auto owner s same return trom the tax 
paid in. Second, t he decade following the World War was marked 
i� Tennessee by increasing resistance to the property tax. · It 
a portion or the funds from the rapidly increasing gasoline 
tax returns could be grant ed to the countie s tor the financing 
ot one of the most costly local functions, a reduction in the 
gener al property tax levy wouid be possible. Ther e may have 
been a third motive for the introduction of gasoline tax shar­
ing. Revenues from the gas tax depend upon the volume o f  
travel. A splendid primary �stem without adequate feeder 
roads wi11 not attract as much traffic as a primary system 
integrated wi th good feeder and rural roads. Either one ar 
the above arguments or a combination or· the three otters a 
possible explanation as to the beginning of tax sharing in 
4 
Tennessee. 
Although the st ate has been sha ring the gasoline t ax 
with the counties since 1929, no thorough analysis of the 
syst� has yet been made. Infonnation relative to t he sharing 
consists mainly of statistical reco rds within state files. 
Available statistics as to t he actual amounts allocated to the 
counties of.the state and t he percentages upon Which these 
amount s are determined were secure d from the records ar the 
Division of Accounts, Stat e Department or Highways and Public 
Works. .A survey of the highway :rroblems of the Stat e  of 
Tennessee was begun by the Division of Research and Stat is­
t ics, State Department .or Highways and Public Works, in co­
operation with the United Stat es Bureau of Public Roads, in 
1936� 'but although this study has n ow been substantially com­
pleted, due to the fact that this survey was m ade as a part 
of a nationwide p lan, the complete resu lts have not yet been 
made available. This survey t akes into consideration the 
need tor new routes, character and density of the traffic on 
all rGads, topographical features influencing ro ad constr uc­
tion t�roughout the state, financial problems connected with 
road construction a nd maint enance, etc. This survey did not, 
however, take into consideration the sharing ot the gasoline 
tax as a separate JrOblem apart from the comprehensive prob­
lems which are st ate wide in scope. 
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The Tenne s s e e  Muni cipal League , l arge l y through the 
e rrorts o r  Mr . W .  H .  Newell , Exe cutive S e cr e tar y, ha s con-
ducted s tudi e s  or gasoline t ax sharing d uring the p a s t  t wo 
year s .  The chi e r  purpo se of thes e  s tudie s ,  however , was t o  
de vel op the idea tha t muni cipali tie s are enti tled to a share 
o r  the ga so l ine tax fund . Thus , s tudie s made b y  thi s  organ­
i za t i on are no t ent ire l y  comple te and are ne c e s sari l y biased 
in one d ire ction .  
A re w s tudie s have been made o r  s imilar problems in 
the o t he r  s tate s ,  but re w o r  t hem are co mprehens i ve a nd  deal 
primar i l y  wi th sharing o r  h ighwa y rund s .  In Alabama , the 
B ureau o r  Bus ine s s  Re s earch at the s tate univers i t y made a 
s tudy o r  the prob lem t her e ,  and a portion o fi t s  findi ngs
· 
were report e d  in a p amphl e t  i s sued in 1935 . 4 Thi s wa s a ver y  
sho rt publi ca t i on and n o  defini m con clus ions were rea che d 
in the s e t ting up of an e qui table shari ng bas e . The pamphle t  
was aimed primar�ly at s tr es s ing the variat ions t o  be found 
in the u s e s of different dis tribution bas e s . 
Several s tudie s ha ve b e en made in other s tate s of tax-
a t i on probl ems i n  g eneral in whi ch the s haring o f  highwa y 
re venue s wa s cons idered as one Df the many probl e ms in s tate 
4 
H. H. Cha pman, "Di s tr ibution of Tax Moni e s  t o  Lo cal 
Gove rnmental Uni t s , " Univer s i ty of Alabama Bus i ne s s  Ne ws ,  
Bureau of Bus ine ss Re s e ar ch, School o f  Co mmerce and �ne s s  
A dminis tration ,  Uni ver s it y o f  Alabama , Jul y 1935 , v .  11 . 
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financ e .  Mr. Blakey made a spe cial s tudy of taxation problems 
in Wes t  Virginia in 1932 , in whi ch he defended t he West  Vir­
ginia sys tem of s tate expenditure of all highway funds .5 The 
gasoline tax sharing problem has been taken into consideration 
in several of the state repor ts . The Report o f  the Tax Com-
mis s ion of Nor th Carolina in 1928 and 1930 considered the prob-
lem in that state . In all these, howe ver , the aim of the study 
was not any revis ion or j ustificati6n o r  the sharing schemes 
but merely a pre sentation o f  the sharing system and how i t  
worked .  
The only comprehensive survey of a similar p roblem in 
a different s tate i s  found 1nMr. Snavely ' s  work in Virginia . 6 
At the t ime of t he study,  1933, Virginia was sharing 30 per 
cent of its  gasoline tax monie s  wi th the countie s of the s ta te 
according to  the r e�ative area, populations, and taxes paid i n  
by the various countie s .  The s tudy made by Mr. Snavely and 
others took into consideration the pos s ible effects of the 
different sharing sys tems . Definit e conclus ions were reached 
and r ecommendations for change s  were made . The inequitie s 
of the Virginia di stribution system were recognized and 
5 Roy c. Blakey, Report � Taxation in� Virginia, 
( Charle s ton, West  Virginia: Jarrett Printing Company), 1930 . 
6 T. R .  Snavely, D. C .  Hyde , . and A .  B .  Biscoe,  State 
Grants in Aid in V1r�1nia, ( University of Virginia ,  Institute 
for Resear�in-the octal Sciences ,  Monograph No . 13,  1933 ) .  
recommendations made as to possible changes. 
In the apportionmen t or state funds, both tor 
state highways and ror state aid, the th ree most 
important factors appear to be mileage, motor teg­
istration, and th e financial nee ds or the localit1es.
7 
7 
The authors of the Virginia study seem to have con­
sidered unimproved road mileage as the mos t important single 
factor in the distribution or runds ror local road construe-
tion. In its discussion or the general objectives and ptr-
. 
poses or highway tax sh aring the Virginia study is in su b-
stantial agreement with this thesis. Nothing ·round in the 
presentation cont radicts any of the findings of the study or 
the '.l.'ennessee situation. It is a similar analysis or a prob-
lem in another state, however, the basis for conclusion and 
the ap plication of theory are different in the two states. 
The purpose or this study is to supply a well-planned 
coherent analysis or gasoline tax distribution in Tennessee. 
It is hoped that this s urvey will present thorough and un­
biased information that will prove or value to those within 
whose power any modification or co ntinuation of th e distribu­
tive plan may come. This thesis is also purposed to provide 
those interested persons and students a source or in:rarmation 
concerning t he shared gasoline tax or the gasoline grant-in 
aid in Tennessee, a hitherto scarcely explored field. 
7 Ibid., p. 180. 
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This thesis is a study or the highway grant-in-aid or 
sharea tax in general, but with the purpose or a pplying the 
theories and data specifically to Tennessee tax sharing. The 
histor ical b ackground or the highway shared tax will be pr e­
sented, and current theories or tax sharing and their appli� 
cations in th e different states will be noted. A historical 
analysis· or the gasoline grant-in-aid in Tennessee will be 
made. Chief. attention will be given, however, to the mode 
and manner or distributing these shared revenues in this state, 
and the errects·or this distribution determined. 
�he questi ons that this study is att&Bpting to answer 
are: 
1. Does the system now used in Tennessee in distribu­
ting the gasoline tax funds to the counties of the state 
fulfill the purpose for which the distribution was intended? 
2. What are the specific advantages and disadvantages 
or the presen t system ot allocation? 
3. What alternative systems of allocation are ayail­
ab1e? If adopted, would they tend in any way to lessen the 
grounds for criticism? 
The problem really presents itself in a two told manner; 
first of all, the equity or the distr�bution a mong the present 
sharing participants, the countie•, will be determined; and 
second, the problem of the consideration of the municipal units 
9 
of the state as sharing bodies will be discussed. 
In the course of this thesis, the author will attempt 
to show what can best be considered a just and equitable dis­
tribution. In setting this up, the alternative methods of 
distribution that are now in use in the various states will 
be examined and evaluated. The present system o� al location 
in Tennessee will be compared with these alternative systems 
as to actual effects. The discriminations found in the presen t 
system will be nat:ed and their severity and possibility of 
correction and prevention will be stated. 
Throughout this analysis, reference will be made to the 
two terms, shared tax and grant-in-aid. The sy stem of dis­
tributing tax revenues in this sta�e may be referred to as 
either a shared tax or a grant-in-aid to the local units. In 
fact, the sharing does contain an element of both. A grant-in­
aid carries with it the idea of a fund being earmarked fo r a 
specific purpose; in th is regard, the returned gasoline tax 
qualifies as a grant-in-aid. However, when a local unit re­
ceives a certain percentag e of a specific tax and not a 4esig­
nated sum regardless of tax yield, the funds returned may be 
co rrectly classified as tax shares. Yor these reaso ns, the 
two terms will be used in this study as being synony mous and 
no distinction between the two will be made. Experts in the 
field ot public finance do not even agree upon the definition 
10 
of the two terms . Mr. Bi tterman would cla s sify the tax studied 
as a highway grant-in-aid, 8 while Miss  Newcomer would regard it  
as  a shared tax . 9 
The term " local unit of government" i s  used to refer to 
tho se levels of g o vernments below that of the s tate . As the 
gasoline tax is  now shared only with the counti es in this state , 
in many cases  " local unit" will be s ynonymous with " county" . 
However,  in that portion of the study in whi ch the municipali­
ties of the state are considered, the municipalitie s will �lso  
be  r eferred to  as  local units . 
As was s tated, the purpose of thi s  study is  to determine 
whe ther the di stribution of the gasoline tax i s  equitable . By 
an " equitable" di stribution is meant one i n  whi ch the a ctual 
returning of the funds mo st adequately me ets the obje ctive for 
whi ch the f unds are suppo sedly allocated . If no definite pur-
po se o r  ob je ctive of the dis tribut ion is  known, the equity of 
the distribution can best be de termined by application to the 
po s s ible obj ective s ,  ( e . g .  need of the local units , tax paid 
in, relief of local taxation, etc . ) .  
Thi s chapter ha s  i ndi ca ted the importance o f  the problem 
8 H .  J.  Bitterman , State and Federal Grants-in-Aid, 
(New York: Mentzer, Bush & Company , 1938 ), p. 19. -- ---
9 Mabel Newcomer , " Proposed Cla s sification for C entral 
Govermnental Aid t o  Local Governments , " Proceedings .2£ � 
National !!! Associa tion, 1938 . 
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and some of its lmplications . The scope of the study ha s 
been indicated, and the reasons for it s pres entation stated � 
Some indication as to the poss ible value s to be· ga ined from a 
study of  this sor t has been mentione d .  The need for such an 
analysis has been not ed, and tbose controvers ial terms which 
will recur in the text have been explained . 
CHAPTER II 
H ISTOR ICAL ANALYSI S OF THE HIGHVvA Y GRANT - IN-A ID 
OR SHARED TA X 
T he need for centralized financial a dmini s tration in 
t he cons truc t io n  and maintenanc e o f  roads and hig hway s wa s 
no t greatly fe l t  until t he advent of t he automobile . Wi t h  
t he e xc eption o f  one i mportant p eriod, road c ons truc ti on was 
considered a s  a p ure ly l o cal func t i on and wa s financed a s  
suc h. T he period of e xc ep tion was ,  of cour s e , t he pe riod o f  
t he s o  called internal improvement s  tha t o c curred early i n  
t he nine teen t h  c entu ry .  State s and e ven t he  federal govern­
ment were expend i ng  funds for t he cons truc tion of roads and 
bridge s .  Ou t of t hi s  e ffort c ame suc h developments a s  t he 
"Nati onal Pi ke " and the "C umberland Road . " But in t he main, 
ro ads were financ ed by local uni ts of g over nmen t .  Eac h  roa d 
di s tri c t  or t o wns hip wa s p e rmitted to e xa c t  a roa d labor tax 
rrom i t s inhab i tants ,  and s uch labor was to be e xpen de d on 
t he cons tr uc tion and maintenanc e of roads within t he dis tr i c t .  
But e ven a s  t ravel w a s  continue d t hrough the u s e  of hor s e  
dra wn ve hi c le s ,  i s o lation be tween s cattered co mmunitie s was 
bro ken down, and the ne ed began to be f e l t  f or s ome well 
l in ked sys tem o f  c ontiguous rou te s . Trave l be tween co unty 
s eats became a ne c e s s i ty, and movement s  toward e s tabli s hing 
13 
such needed e xtra -local roads grew in scope . 
This need culminated in the emergence of the turnpike 
sys tem.  Primary or co nnected routes were construc ted and 
operated as private utilitie s ,  empowered to ass e s s  the r oa d  
users in the f orm of t olls . The turnpike sys tem reached it s 
peak of pro sperity dur ing the latter part of the p ast  century 
and was very effic ient for a time . Roads connecting towns in 
adjoining counti e s  and considered e xtra -local were ade quately 
financed by the turnpike companie s .  But even under thi s sys tem, 
the need for a more ade quate me ans of financing the " feeder" 
or secondary roads was felt . Road labor, which consisted of 
a few days p er year spent in clearing of right s -of -way, grading, 
etc . ,  was very inefficient and unsati sfactory . 
As a means of re medying this difficulty and providing 
a better and more integrated financing of  this type of roads 
county highway co mmi s sions c ame into existenc e . l Under the 
use of the commi s s ion device , both local and e xtra -local roads 
were proposed by the county commissions and were rinanced out 
of the general property tax levies of the county . While this 
was a progre ssive s tep toward increased financial centraliza-
tion, county boundarie s constituted a limitation upon the 
efficiency of such systems . 
1 
H .  J. Bitte rman , State and Federal Gr ants -in-Aid 
( New York : Mentzer , Bush and Company, 1938 ) , p .  21� ---
14 
The ne xt s tep in the de velopment o f  hi ghway f inancin g  
was the introduc tion of the s tate aid movements . Prior to 
19 00 a few small sub ventions were e stablished by the e astern 
s tates as de vice s ror impro ving loca l  adminis tration . The se  
early grants were used pri marily a s  a means of  encouragement 
to local authoritie s ;  grant s were made in order that some 
de gree of state specifi c ation or super visio n could be e xer -
cised over the location and up keep o r  the pr imary route s . In 
18 91, the state of New Jersey adopted the f irst pure gra nt -in­
aid f or hi ghway administra tion . A state hi ghway de par tment 
was created and was empowered to pay part of. the construction 
costs  of t he locally adminis tered roads . This system was con-
duci ve to impro ved co nstruction by local authorities because 
the grants were condi ti onal .  The difficultie s in the sys te m  
l ay in the fact that lo cal authoritie s still held powe r to 
locate roads , the result bein g  no re gular network of co nnected 
hi ghways but patche s of good ro ad here andthere according to 
the wh�s of county politicians .2 
Types of s tate aids to localiti es  si milar to  the New 
Jer sey plan were co mmon prior to the World War, e speci ally 
in the New England and Middle Atlantic s tates . 3 These gr ants 
2 Ibid . ,  p .  220. 
3 Austin F .  Macdonald,  Federal Aid {New York : Thomas 
Y.  Crowell Company,  1 928 ) ,  p .  86. 
---
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were largely allocated mainly for the purpose of encouraging 
local construction by providing a financial incentive. The 
aim was the construction o f  a more integrated system of high­
ways brought about by the cooperative work of the local author-
!ties. 
With increasing motor travel the need for better 
connected and constructed highways became urgent, 
while t he automobile provided a productive source 
of revenue in the registration tax and subsequently 
the fuel excise. The usual practice of segregating 
these taxes int o a spe cial fund to be expended for 
highway construction and maintenance was effectually 
the application of the benefit theory to the h ighway 
problem. Highway administration was essentially a 
local pr oblem and function with incidental state 
supervision up to the period immediately following 
the war. Consequently, since the state government s 
imposed and collected the taxes, the grant-in-aid 
was the most feasible method of using these reve�ues 
within the then existing governmental structure. 
However, d�iculties were found in the administration 
of such grants-in-aid, and the states began to t ake over 
direct control of the construction and maintenance of trunk 
routes throughout the country. Local administration was found 
to have important. technical and administrative handicaps.· 
The states were greatly encouraged and some were prac­
tically forced to take over central highway control and sup­
ervision upon the passage of the Federal Aid Road Act of 1916 . 5 
4 
Bitterman, £E• �., p. 122 . 
5 United States Statutes-at-Large, Sixty-fourth Congress 
Session 1, p. 355. 
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This act provided that the federal government would expend 
funds upon rural post roads in the various states if certain 
conditions were met. The monies were to be expended by the 
Secretary of Agriculture in cooperation with the state highway . 
departments of the different states. This made it necessary 
for each state wishing to share these funds to establish some 
sort of a central planning agency in the for.m of a highway 
department. In those states .that were constitutionally pre­
vented from entering into highway construction, the local 
units were empowered to raise the necessary revenues and se­
cure the federal aid. Federal funds could in no case make up 
more than fifty per cent of t he total construction cos ts of 
the roads upon which the funds were used; therefore, state 
expenditure was encouraged. The funds were to be used only 
in the construction of "substantial" roads, and maintenance 
was left entirely to the states. 
The federal aid caused t he states to begin the control 
and supervision over all trunk or primary routes, thus re­
lieving the loca l units of a large part of their overburden 
of road financing. Concomitant with the introduction and 
growth of federal aid came the rapid improvement of the auto­
mobile. The fact that the period in whic h  these were taking 
place was one of prosperity brought about the almost unheard 
of expansion of highways throughout the nation. Provided 
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wi th a stimulus ,  the states took over the construc tion problem 
in an unprecedented fashion, and state road sy stems were rap-
idly evolved . 
' 
As long as the states derived their main hi ghway rev-
enues from motor vehicle registrations , property taxes , and 
bond is sues , the demand that any of the funds be  returned for 
use on local roads was slight . But wi th the intro duc tion and 
rapid growth of the gasoline tax as an important revenue source, 
there arose  the demand that a certain portion of thes e funds 
be returned to the lo cal authorities . The gasoline tax was 
firs t imposed in Oregon in 1919 , and by 1923 thirty five states 
had pa ssed gasoline tax laws . 6 The motor fuel tax soon became 
the mos t  important source of highway revenue, and has in re-
cent years been the mo st  important source of state revenue 
generally . 
The desire had arisen for an increased mileage and im-
proved condit ion of "feeder�' roads , or those roads which were 
purely local in character . The financing of such roads had 
not improved much over the outmoded road labor tax system, and 
i� many cases the road labor tax was s till in practice. Such 
meager funds as were available for us e on such roads were 
neces sarily derived from the general property tax returns , 
since in most states lo cal units were not empowered to levy 
6 Bitterman, ££• �., p .  94 . 
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specific taxe s on _highway user s ,  either in the form of gasoline 
taxe s or re gis tration fee s . 
As thi s de sire grew stronger states began t o  re turn the 
local authoritie s certain percentages of re venue colle cted, 
and cons equently after 1924 " local share s of taxes inc reased 
year after year , so that now approximately thirty per cent of 
highway revenue s are granted to lo cal authori ties for road 
" 7  purposes . These  later grants-in-aid or shared t axe s serve 
a different purpo se than the pre-war allocations . Whil e those 
in the earlier per iod were mainly used as  an-administrative 
devi ce to enc ourage local activity, the later grants are merely 
a means of sharing centrally colle c te d  taxe s and do not ne c­
es sarily carry with them any idea of supervi sion or control . 
An important factor that l ed to thi s t endency toward 
increased sharing of highway taxe s w ith the l ocal units was 
the fact tha t many of the states had sub stantially comple ted 
their highway sys tems of conne cted or trunk route s .  Through 
the rapid cons truction of highways finan ced largely by bond 
i s sue s the s tate s had comple ted all badly needed primary route s ,  
and the highway departments were left only with the task of 
maintaining those routes already constructed . Thi s ,  coupled 
wi th the e ver increasing re turns from the gasoline tax due 
7 Ibi d . , p .  123 . 
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to increased motor travel,  caus ed the states to be in a posi -
tion whe re they could rightfully share considerably greater 
portions of the tot al highway tax colle ctions with the local 
units . 
The payment of the state s to lo cal go vernments on high­
way account s has r i s en from $17,000,000 in 1915 to well over 
$400,000,000 in 1938.8 This includes tho se funds t hat are 
used to pay off bonded o bligations o f  the local units as well 
as  the amo unts direc tly returned to them. 
In 1937 three state s re t urned more than one -half of 
total hig hway revenue to local units  of government ;  eleven 
s tate s re turned over one -third ;  and five made no allo tments 
whatsoever . Lo cal roads re ceived over twenty four million 
dollars in one state , whi le in ten s tate s le s s  t han a million 
was distributed . 9 
The following table will serve to sho w the increasing 
amounts of  highway grants paid : 
8 M. R .  Davison, "State Financial As sis tance to Local 
Gove rnments , " Pro ceedings o f  the National Tax As sociation, 
1939, p .  160. 
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Local shares of Local s hares of 
motor vehicle tax gasoline tax 
$4, 658 
24, 035 $8, 419 
40, 589 17, 136 
48, 396 32, 722 
57, 114 43, 655 
63, 451 58, 670 
65, 963 60, 732 
72, 633 88, 566 
73, 640 118, 248 
78, 147 134, 311 
82, 678 129, 423 
76, 462 146, 501 
93, 802 163, 330 
96, 940 176, 077 
108, 262 199, 952 
104, 539 171, 142 
104, 789 166, 272 
110, 851 188, 005 
( a } H .  G .  Bitterman, State and Federal Grant-in- Aid, 
( New York : Mentzer, Bush and Comp any, 1938), p .  22o:- Data 
originally compiled by the United State s Bureau of Public 
Roads . 
( b )  Data for the years 1937, 1938, and 1939 taken 
dire ctly from publications of the Bureau of Public Roa ds . 
1937, Public Ro ads , October 1938, p .  167-70. 1938, Public 
Roads , August l939, pp . 127-30. 1939, Public Roads , November 
1940, pp . 174-79. 
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In 1937, the gasoline tax was shared in 25 stat�s 
while motor vehicle registrations were shared in 11 states. 
By 1940, these figures had risen to the point that gasoline 
taxes are shared in 27 states and motor vehicle registration 
fees in 20 states. 10 
The amount or percentage of total highway revenue 
shared varies widely in the different states. The proportions 
of the gasoline tax distributed to the local units vary from 
66 2/3 per cent in Illinois to 12 1/2 per cent in Minnesota, 
the average being about 30 per cent in those states that share 
the tax. The percentage allocations of registration fees in 
those states that share them vary from 100 in Florida to 40 
per cent in New York. Most states that share the registration 
fees return over one-half of them to the local units.11 
The trend in recent years has been toward increased 
sharing, and this is likely to continue for some time. There 
has been, however, in some states, a shift of all roads, in­
cluding those purely local, to state jurisdiction, thus de­
stroying any necessity for the use of the tax sharing or grant­
in-aid device. North Carolina, Virginia, Louisiana, West 
Virginia, and Delaware have now assumed full state control 
1938. 
1940. 
10 Tax Research Foundation, Tax Systems of � World, 
11 Tax Research Foundation, Tax Systems of the World, 
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of all rural roads. Aside from these, only ten states share 
neither the motor vehicle fees or the gasoline tax.l2 n�ese 
states in general have some method of subvention for the sup-
port of local roads. 
The shared tax is likely to continue as a device in 
state and local fiscal relationships. It has been proven that 
taxes such as the gasoline tax can be more efficiently ad-
ministered if collected centrally. Full state control of all 
roads has much to warrant its adoption in many states, but 
certain factors probably will prevent this being done. Central 
administration of the many miles of rural roads in some of the 
larger states would entail either very complicated planning 
devices or expenditure determined by political influence. Aside 
from this the construction and maintenance of t hese rural roads 
has grown up as a traditional function of the local units. The 
varying abilities of the local units to support comparable local 
systems, plus the traditional ideas of self determination and 
self sufficiency among the local units are othe r factors con­
ducive to the continuation of the shared tax. In order that 
these local traditions can be upheld, and centrally collected 
revenues be used on local as well as state roads, the grant-
12 Connecticut, Kansas, Maine, Massachusetts, Missouri, 
Nevada, New Hampshire, Rhode Island, Utah, Vermont. 
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in-aid or shar ed tax serve s a worthy purpos e . 
The chief obs tacles in any further expans ion or con­
tinuation of the tax sharing or grant-in-aid device seems to 
lie in the fact that in some case s such all ocat ions do tend 
to perpe tuat� sub-marginal uni ts of government ,  without which 
the state s could, no doubt, function more efficiently . How-
ever, most o f  our local government s are far from bankrupt, 
and a
·
" judicious combination of local taxes and state grants 
should pre serve a generous share of re spons ible self govern­
ment for time t o  come • tt 13 
In this chapter, the his torical development of the 
shared tax or grant-in-aid in the f ield of highway finance 
has been trace d .  Some idea of the growth of the se devices 
has been illus trated, and an indication as to the pla ce of 
the sharing device in the future of highway financ ing has 
been gi ven . 
13 Mabel Ne wcomer, " Revenue Sharing Be tween Federal 
and State Government s and Between State and Local Governments , " 
Proceedings of the National Tax Association, 1936 , p. 282 . 
CHAPTER III 
ALTERNATIVE METHODS OF DISTRIBUTING SHARED 
HIGffiVAY TAXES AND GRANTS-IN�AID 
The Objectives  in Allo cating Highway Tax Revenues 
Before attempting to des cribe and analyze the various 
devices used for distributing state highway revenue s to local 
unit s ,  it i s  neces sary to know the purposes  or ob jective s  for 
which the di stributions are intended .  As has been pointed 
out , the earlie st  obje c tive of the grant-in-aid or shared high­
way tax was the s timulation of activity by the lo cal authorities.  
Thi s continued as the primary purpose of such subventi ons a s  
long a s  the state s were cons titutionally or o therwi se pre vented 
from undertaking highway cons truc tion and maintenance .  Higher 
unit s of g overnmen t ,  the states ,  sought to encourage expendi­
ture by local authoritie s for us es tha t we re in pa rt extra­
local . 
Since the World War ,  however,  such an ob je ctive or pur­
po se of the shared tax, while s t ill in the background, has . 
been relegated to a posi tion of minor impor tance . Other ob­
je ctive s  that have grown in importanc e during the la st two 
de cades are: fir s t ,  the sharing of centrally collected revenue s 
for the purpo se  of re turning the funds to the pla ce of or igin ; 
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second, the equalization of the costs and opportunities of 
highway facilities among the local units in a jurisdiction; 
third, the relief of the revenue stringencies of the local 
units; and fourth, the centralized control of local expend­
iture. 
The modern grant-in-aid is useful in that it provides 
a means whereby centrally collected revenues can be returned 
to the place of origin. The theory has generally been held 
in the taxation of motor vehicles that the funds collected 
from such taxation should be directly expended in the con­
struction and maintenance of highway facilities. Thus, in 
the history of highway finance the application has been one 
of the benefit theory of taxation. The taxes levied on motor 
vehicles have been considered as separate and apart from the 
general level of taxes. They have been considered as having 
a single purpose, that of financing the highway program; thus, 
the funds have been generally earmarked for specific uses. 
Motor vehicle taxes have almost invariably taken the 
torm of one of two �pes, the gasoline or motor fuel tax and 
the license or registration fee. The very nature of these 
taxes, especially the motor fuel tax, makes it expedient that 
they be collected and administered by a central administrative 
agency, notably the state. But, in order that the benefit 
theory apply in full, since the states usually do not control 
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all roads , a means had to be found whereby certain portions 
of the se centrally collected and controlled revenue s could 
be returned to tho se jurisdictions supervising expenditure on 
tho se roads not under s tate super vision . The taxe s could be 
much more efficiently adminis tered � collected centrally, 
therefor e, a return to the communities where the roads were 
used was made nece ssary . The grant-in-aid or shared tax was 
the. only means applicable to thi s purpos e . Motor vehi cle taxes 
are centrally le vied and collec ted in nearly all states , and 
local units are not empowered to levy separate motor fuel or 
regi stration fees . 1 
The equalization of costs and opportuni ties of highway 
facilitie s among the local unit s is a main obje cti ve of many 
tax sharing s chemes at the pres ent time. Here the fami liar 
que sti on as to whether the larger and more pro sperous unit s 
should help support the poorer units  within the same juris ­
di ction comes to the fore . The thought in recent years has 
been that if a s tate had a large aid fund to be allocated to 
the local unit s ,  a certain part of thi s fund s hould be used 
to equalize opportuni ties between the richer and the poorer 
districts, supplementing the defic iencies of the po orer 
1 A few s tates permit local levies in addition to 
the s tate levies . Now there are eight of these states al­
lowing local gasoline taxes . These are : Alabama, Florida, 
Louisiana, Mis s is s ippi ,  Mis souri , New Mexic o ,  and Wyoming . 
Public Roads , 9 : 174, November 1940 . 
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ones . 2 This sys tem of distribution has been widely used in 
schoo l  finance especially, and works toward the u ltimate goal 
of equalized opportunity throughout the central government, 
the state . "Equalization between one part of a jurisdiction 
and another is of the essence of government . " 3 According to 
one of the le�ders in the field of publ ic finance, the current 
trend qui te clearly is leading away from supplementary and 
encouragement bases of state aid distribution to equalization 
distribution . 4 
An aim of the shared t ax  clos ely rela ted to the one 
mentioned above i s  the sharing of re venues for the relief of 
local taxation . The constant expans ion and improvement of 
governmental operations and func tions has ,  in many cases ,  led 
to the inadequacy of local sources of revenues to support all 
local traditi onal go vernmental func tions . Thi s aim of the 
shared tax, relief of local revenues s tringencie s ,  is  reason-
able to a degree, but a shared tax is useles s if it is re­
turned for relief purpo ses alone . As was pointed out , it 
will cause certain weak and inefficient uni ts to outlive their 
usefulness ,  and wi ll tend to perpetuate dependence upon the 
2 William J.  Shultz, American Public Finance, ( New York : 
Prentice-Hall , .  1938 ) ,  p .  680. 
3 M. H .  Hunter,  Comment s ,  Proceedings 
Tax Association,  1938, p .  347 . 
4 Shultz,  £2• �., p .  682 . 
of the National 
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central agency. 
One of the original purposes of the early grants-in-aid 
was t he central control of loca l expenditure and subsequently 
local activity. This leads to a distinction between the grant­
in-aid and the shared tax, although the dividing line between 
the two is very difficult to determine. However, the grant-in-
aid carries with it an indication of closer central control than 
does the shared tax. Grants are made for specific purposes and 
usually are conditional; tax sharing permits greater local au­
tonomy. In most states the bulk of highway grants involve no 
special control beyond that obtaining for local revenues, since 
payments are merely made to the county road funds without spe­
cial limitation.5 According to Mr. Shoup, if the grant is 
returned to each locality on the basis of origin there is no 
need of central control or condition; but, if the grant con­
stitutes a transfer from the wealthier to the poorer sections, 
then certain measures of control and condition should be placed 
upon them.6 
5 H. J. Bitterman, "Tax Sharing and the Transfer of 
Functions," ProceedinGs of the National� Association, 1938, 
p. 344 . 
6 Carl Shoup, "Conditional versus Fixed Grants and 
Shared Taxes," Proceedings of the National� Association, 
1938, p. 351. 
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Possible Bases of Distribution 
Now that the objectives behind the distribution of 
highway funds to the local governments have been examined, it 
is well that an analysis of the possible bases upon which dis­
tribution systems could be placed be made. Just what are the 
various theories of distribution that may be put into effect 
in the sharing of taxes? There are three comprehensive bases 
of distribution; first, equal sharing among the local units 
regardless of size, tax collections, or need; second, distri­
bution among the local units according to some measure of 
source or origin of the tax monies; and third, distribution 
according to some measure of need of the units in question. 
Of course, the simplest method of distributing shared 
revenue to local governments is to return to each locality a 
prescribed fraction of the total tax. Under this method each 
of the separate localities of the state will receive an equal 
share of the total tax to be returned. Any sharing system 
upon this basis is, of course, no attempt at equalizing between 
the units or returning funds to places of collection. Such a 
sharing constitutes a gift by the central government to the 
local units, for the money is shared on no measure justifying 
any purpose or objective. 
Equal sharing, however, is not the most common basis 
for return of highway tax monies. Miss Mabel Newcomer found 
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in 1936 , that 57 per cent of all shared taxes and grants -in­
aid, including highway and all other types , wa s di stributed 
where collected or on some base des igned to return the money 
to the community of origin .7 When an attempt is made to s hare 
taxes on a source basis the aim is to return to each locality 
a certain portion of the tax collected within its boundaries . 
This method of dis tribution is usually made on some presumptive 
basis of collection, such as population,  or value of property 
as ses sed,  or number of vehicles regis tered .  But if taxes are 
shared on such a basi s ,  it mus t be assumed that such a basis 
repres ents as nearly as pos sible the r elative amounts of the 
tax paid in and thus subsequent utilization of the facilities 
for which the monies are to be expended . Dis tribution accord­
ing to source or origin enters into determinati on of all bases 
of sharing, but in few cases does it c ons titute the sole de-
terminant . Dis tribution ac cording t o  origin, however , encoun-
ters two ma jor difficulties . The first i s ,  that in the case 
of mos t centrally admini stered taxes , origin cannot easily be 
determined with ac curacy. The second di fficulty is that it 
frequently bestows upon some fortunate dis tricts far more fi-
nancial receipts than such di stric ts have need of, or can 
7 Mabel Newcomer , "Revenue Sharing Between Federal and 
Stat� Governments and Between State and Local Governments , " 
Pro c�edings of � National Tax As sociati on , 1936 , p .  280 . 
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utilize to the best advantage. 
The third basis for distribution frequently employed 
where the shared revenue is earmarked for some particular 
function, is some measure of th� relative obligation of the 
localities in connection with that function.a An attempt is 
made to distribute r evenues among the different jurisdictions 
according to the relative needs of the units. As far as pos-
sible each unit is supposed to receive the portion of revenue 
which it needs and which it can best administer. 
Such sharing systems are a step toward the desir­
able goal of equalization--but only a step, since they 
do not take into account the varying capacities of 
the localities to support the functions to which the 
revenues are earmarked. And if equalized support of 
some local runction, particularly one that is extra 
local to a degree, is desired, a grant-in-aid which 
entails an element of state control would seem a more 
efficient method than an equalized sharing of tax 
revenues. This criticism would not apply to an equal­
ized sharing if the shared revenue went into the gen­
eral fund of the benefited local governments--but 
until now equalizing bases of distribution have not 
been applied to tax sharing.9 
Thus, we have explained the three comprehensive bases 
of distribution which are used in the sharing of motor vehicle 
registration and motor fuel taxes; equal allotments, shares 
according to source, and shares according to need. All actual 
distributive systems represent either an attempt to carry out 
8 Shultz, 2£· cit., p. 672 . 
9 Ibid., p. 673 . 
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one of the above or represent a combination of two or mare of 
the bases. 
Actual Methods in Use 
There is great diversity in the actual distribution 
methods used by the various states in distributing motor 
vehicle registration fees and gasoline sales taxes. In the 
early thirties studies made on this subject indicated that 
in 41 states, registration fees were allocated to the states' 
highway funds in 1 3  different proportions. For county high-
way purposes allocation of revenues occurred in 11 different 
proportions, and for city highway purposes in three different 
proportions. In the case of the gasoline tax, 4 3  states al-
located such revenues to state highway funds in 11 different 
proportions and to local highway purposes in 2 0 different 
proportions. lO 
Only a very few states share highway revenues equally 
among all the local units, although many use equal grants 
along with other bases in distributing tax monies. 
One of the most widely used distribution systems is 
that of allocation according to population ratios of the 
localities. Population as a base is used first because it 
1 0 George B .  Chandler, 11The Collection and Distribution 
of Revenue," Proceedings of the National Tax Association, 19 32 ,  
p. 53. 
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is easy to administer and to determine tax shares on such a 
base; it is also a traditional base of division of any sharing 
among localized governmental units. The theoretical jus tifi­
cation of the use of population as a base lies in the fact 
that the population of a co�un!ty supposedly represents to a 
degree the relative amount of the tax paid in that community 
as accurately as any other measure, if the exact amounts col­
lected from the local units cannot be obtained. Population 
density is supposed or assumed to represent the per/ ca.P,tta ., 4 • .Jo ..  �� 
utilization· of road facilities . A high correlation �etwe�n 
population density and traffic density must be assumed. The 
discrepancies in using population alone as a basis lies in 
the fact that such a distributive system fails to take cog-
nizance of the variance among levels of community incomes and 
community progressiveness. Prosperous, progressive, or exclu­
sive communities can be reasonably expected to possess a much 
higher per capita ownership of automotive vehicles and conse­
quently greater use of the road facilities than would be found 
in the poorer and less prosperous neighborhoods . Therefore, 
greater amounts of motor taxes are paid in these . wealthier 
areas; need for returned funds is greater, and thus greater 
amounts of the shared taxes should be returned to them. 
Certain types of grants-in-aid and shared taxes are 
allocated according to the relative percentages of the total 
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tax actually collected there. When this is the sole basis of 
distribution, of course the benefit theory alone is  theoreti­
cally applied . But the very nature of the gasoline tax, makes 
distribution on a collection basis inequitable. Gasoline taxes 
are collected from the wholesale distributors, and these dealers 
operate from central distribution points, thus making the place 
of tax payment far removed from the place of actual incidence 
of the tax . For this reason, sharing of motor fuel taxes on 
a collection basis is neither logical nor pos sible. In the 
case of the motor vehicle registration fees, such a basis is 
much more useful and applicable, and in many cases these funds 
are distributed according t o  collection. 
Another sharing basis closely related to  the population 
and tax collection devices is the assessed valuation of prop­
erty within the local jurisdiction. This is also a sy.s tem 
aimed at return of the funds to the place of taxation incidence, 
but also takes into consideration the varying abilities of the 
localities to support local functions . Difficulties in such a 
system are similar to those found in distribution on a population 
basis. Assessed property valuation in no way represents any de­
gree of either motor tax collections or need for funds for con­
struction or maintenance of highway facilities . Assessed val­
uations are an important factor in the determination of tax 
shares only ins ofar as they measure the relative abilities of 
35 
the local units to support the functions to which the shared 
funds are to be allocated. 
One of the most common bases for allocation which aims 
at measuring both amounts paid in and relative need of shared 
funds, is the ratio of registered motor vehicles in the local 
units to the total registered in the state. Many states share 
motor taxes on this basis alone, and such a system bas much 
in its favor. The number of motor vehicles registered is prob­
ably the best measure of actual traffic movement within the 
locality and upon local roads. It is the only easily determined 
measure of relative utilization of highway facilities. While 
no definite conclusions can be reached, it can be reasonably 
assumed that a high correlation exists between number of motor 
vehicles registered in the various localities and the actual 
use of such motor vehicles on the local roads, and subsequently 
the payment of motor fuel taxes and registration fees. The 
difficulties in such a distribution are evidenced by the large 
numbers of commercial vehicles that register from central con­
trol points and travel throughout many localities and on many 
local roads separate from those of the locality in which the 
vehicles are registered. The place of registration in no way 
represents operational movement of motor vehicles. Many ve­
hicles registered in large cities and using city streets prob­
ably run their greatest mileage on country roads of nearby and 
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a d j o ining countie s .  The percentage of motor vehi c l e s  in a 
local i ty repr e s ents a good base for tax alloca.tion if used 
conc omi tantly with o ther ba s e s ,  but used as a s ole de terminant 
it i s  inadequa te as are all the others . 
Sharing according to population , tax c oll e c t ions , as­
s e s se d  valuation s ,  and to a certain extent number of regi s ­
tered vehicl e s ,  are suppo s e dly aimed primarily a t  re turning 
tax monie s  to the points of tax inc idence . O ther ba se s ,  how­
ever, aim primarily at distributing the c entrally admini s tered 
funds on some measure of the relat ive nee ds of the local uni ts 
in que s tion .  D i s tribution according to ne ed impl i e s  that the 
entire s tate or nation has a dire c t  intere st in ·the ma tter 
and cannot afford to have poor conditions exi s t ing in the in­
dividual units . A thoroughgo ing e quali zation grant · ne c e s sar­
ily c ombine s s e veral elements in its distribution bas i s . In 
the cas e of highway aid, factors taken into cons ideration 
would be are a ,  highway mile age , population, chara c ter of traf ­
f i c  to be s e rved, co s t  of c ons truc tion and maintenance of the 
s e condary roads upon whi ch they are to b e  expende d . 
When the taxe s are shared according to ne e d  certain of 
the local units are bound to r e c e ive mo re than they contribute, 
caus ing difficul t i e s  to ari�e . The poorer s e c tions may have 
the balance of pol i tical power and may s e e  in such a sharing 
a means of ge tting s ome thing for no thing . One me thod of 
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allocation according to need is sharing according to the ratio 
that the mileage of local roads in each locality bears to the 
total rural highway mileage in the state. This system does, 
to a degree, return the monies to the places where �he need 
is greatest. However, rural road mileage alone as a measure 
fails to take into consideration varying traffic densities on 
such roads and also cost of construction and maintenance of 
such roads. It also assumes that present road mileage is ad­
equate in all areas and does not recognize that need for new 
construction is much mo�e pressing in some areas than in others. 
Rural road mileage coupled with some measure of traffic den­
sity of these roads would provide a much more adequate and ap­
plicable sharing base, but traffic densities are very incon­
stant and very difficult of measurement. 
Another basis of Sharing with intent to satisfy relative 
local need is the area of the local units in ratio to the total 
area of the state or central authority. The main advantages 
in tax sharing on an area basis lie in the ease in which the 
allocations can be determined and the tendency of the local 
areas to remain constant from year to year, thus reducing ac­
counting activities; for these reasons it has been used ex­
tensively in tax sharing. Counties of large area can be 
expected to possess a greater need than counties of small areas 
in general, but exceptions are very common. Density of popu­
lation is excluded, and thus area alone is a very poor base 
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for distribution of highway monies. 
Because of the ease of allocation and the relatively 
constant characteristics of the two bases, plus the tradi-
tional background of both, area and population are very often 
combined to make up the basis of distribution. Together they 
make for a far more equitable distribution than any single 
base but are still not tully satisfactory in the distribution 
of shared funds. Over-weighing in either direction is possible, 
and in some cases variance in area or population or both rep­
resent in no way variance in the utilization of rural or sec-
ondary road facilities although they do tend to  indicate ten-
dencies in the direction of such variances . Combinations of 
all the various bases mentioned are used in the different 
states. Although complete data are not available revealing 
actual bases of allocation in all the states, distribution 
systems of certain states will be pointed out as illustrative 
of the many combinations and devices u sed. 
The following are distribution systems of several of 
the states, { gasoline tax shares only ) : 
In Alabama, each of the sixty-seven counties share 
equally in the collection of a tax of thr ee cents per gallon. 11 
11 H .  H .  Chapman, "Distribution of Tax Monies to Local 
Governmental Units," University of Alabama Business News, 
Bureau of Business Research, University of Alabama, 5 : 11, 
July 1, 1935. 
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In California, 33 1/3 per cent of the total receipts 
is distributed to the counties and cities on the basis of the 
proportion of the registered automobiles in such subdivisions 
compared to the total number in the �tate. 
In Illinois, 33 1/3 per cent is returned to the cities 
and 33 1/3 per . cent to the counties on the basis of population. 
In Maine, the distribution is made in proportion to the 
number of miles of unpaved roads in each locality. 
In Michigan, 1/8 of the total is divided equally among 
the counties, and 7/8 in proportion to the amounts received 
from the owners of registered vehicles in the several counties. 
The apportionment to cities and villages is very complicated, 
with. population the main factor. 
Nebraska �llocates 30 per cent of the gasoline tax 
receipts to the counties on the basis of the number of regis­
tered vehicles.12 
From a glance at the above systems, allocations accord­
ing to population or number of registered vehicles seem to be 
the common at the present time. Of course, data available 
from the above mentioned states are not sufficient evidence 
to base any conclusions as to which is the mos t widely used. 
12 Ambrose Fuller, Consultant, American Municipal 
Association, in a letter to Mr .  W . K .  Newell, Executive 
Secretary, Tennessee Municipal League, January 15, 1941. 
40 
In the course of this chapter , we have attemp ted to 
present first the various ob jectives of highway grant-in�aid 
and shared taxes , and second the po ssible bases upon di stri­
bution sys tems could b� founded, · �nd lastly ,  the actual sys ­
tems as  they are in us e today . Of course, many, if not mo s t  
of the ac tual di stribution · sys tems , ha ve no scientific - or 
theoretical ba ckground whatsoever . Many of them have been 
set up ·on a purely arbit�ary basis wi th ·no attempt being made 
at allocating those portions which were ac tually co llected . 
from the separate localitie s or the por tions which the local 
jurisdictions nee d .  Much o f  the highway t ax  sharing represent s 
only the response to a stimulated local demand, and thus the 
allocation sys tems are· set ac cording to wha t is poll tically · 
expedient ra ther than what i s  f inanc ially soillld .  The aims of 
the formulator s of such policies,  were, in large, to please 
the greatest number of voters rather than to r e turn tax shares 
equitably to the local uni ts of government . 
CHAPTER IV 
GASOLINE TAX SHARING IN TENNESSEE 
Hi s torical Background 
Until 1915 , except ror the brier period or internal 
improvements during the de cade be tween 1830 and 1840 , the 
building and maintaining or roads in Tenne ssee was lert en-
tirely up to the counties and o ther local uni ts or the state . 
As early as 1912,  the growing u se or the automob ile had ro-
cused at tention upon the need ror a coordinated sys tem or 
we ll-linked hi gh�ys . In 1916,  an act was passed  by Congre s s  
providing ror the di stribution or Federal Aid to the state s 
ror road bu�lding purpose s . It  was probably in anticipation 
or this act that the fir s t  step was taken a t  state control 
or supervision or highway activitie s in Tenne s see , when the 
state legislature in 1915 pas sed an act creating the State 
Highway Commission and a State Highway Department . 1 
The Commi s s ion was to be compo sed of six members,  
three appointed by the Governor,  and t hr ee e x-ofricio ; the 
latter consis ting . or the State Geologi st,  the Dean of En­
gineering at the University or Tenne s s e e ,  and the Governor . 
The chier duties or this Commission were : rir s t,  the collection 
l Public Acts or Tennessee ,  1915, Chapter 100 ,  Section 1 .  - - -
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of information and the planning of a connected highway sy stem ;  
second, the es tabli shment o f  s tandards of cons truction ;  third, 
the advis ing of local road authoritie s ;  and fourth, the ex­
ecution of c ontrac ts with the Federal Governmen t in conne ction 
with expendi ture of the· federal aid funds . The funds for high-
way purpo ses  during the per iod from 1915 to 1917 were derived 
largely from regis tration fees  on automobiles  and trucks which 
amounted to about $200, 000 for the biennium ending De cember 17 , 
1916 . 2 
In 1917, addi tional revenue s w ere provided by the le vy 
of a spe cial tax on proper ty � 3 The per iod from 1917 to 1923 
was characterized by an all around increasing of s tate high­
way activity . The special property tax le vy and the mo tor 
vehicle fees yielded about $11, 000, 000 during the pe riod . 4 
In 1917 the state passed an act assenting to t he provis ion s 
of the federal aid act, and in 1919 a new act was pa ssed 
re creating the State Highway Commi ss ion and a s signing more 
2 Tenne ssee Taxation and Public Finance ,  Report of 
State Tax Committe e ,  November-1930 . p .  26 
3 Public Acts ££ Tenne ssee ,  1917 , Chapter 74 .  
4 Charles  P .  White , " Problems of Taxation in Tenne s see , " · 
Annals of the American Academy of Political and Soc ial Science , 
153 :238�5:-January l931 . 
-- ---
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more definit e dut ies to the department . 5 Provi sion was made 
for xhe cons truc tion of roads under a co -operative system, 
the count ies to furnish a part of the funds ei ther thr ough 
taxation or bond i s sues . 
In 1923 , the first concrete attempt to broa den the tax 
struc ture under the leadership of Governor Peay culminated in 
the introduc tion of the ga soline tax as a means of pro viding 
state revenue . The special property tax for highways was re ­
pealed, and a tax of two cents ( 2¢) per gallon was placed on 
all gasoline sold or dis tributed in the state . 6 Thi s tax wa s 
to be paid to the State Commiss ioner of Finance and Taxation 
by each di stributor . During the first year of its operation, 
the gasoline tax yielded ne arly twi ce as much as the special 
property tax . 7 
During the period from 1923 to 1925 , the state con-
tinued to finance trunk roads in cooperation with the countie s .  
The gasoline tax was in creased to three cents per gallon in 
1925, 8 and was rurther increased to five cents pe r gallon in 
9 1929 • . The state during this  pe riod attempte d to adopt a "pay 
5 Public Acts of Tenne ssee,  1,lli, Chapter 149 ,  Sec tion 6 .  - -
6 Public Acts of Tenne ssee,  �, Clle.pter 58, Section 2 .  - -
7 Tennessee Taxation � Public Finance ,  £E· cit . ,  p ;.  28 . 
8 Public Acts of Tenne s s e e ,  1925, Chapter 4 , Section 1 .  - - -
9 Public Acts of Tennessee , -- - �, Chapter 11,  Section 1 .  
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as you go" policy and the use of long term bonds . The clamor 
that a modern highway system was immediately needed led to 
the rapid appropriation of funds necessitating creation of 
large highway debts . The practice of requir ing the counties 
of the state to contribute to the con struction costs o f  s tate 
roads built within the ir boundaries brought about a clamor for 
relief by the countie s .  Mos t of the funds were raised by bond 
issue s ,  and as the burden increased, the counties called for 
aid . 
The fi rst attempt of the s tate to share any of the bur-
den of the lo cal units in connection wi th road financing came 
in 1927 , when an act was pas sed directing the state to repay 
to the counties the amounts that had been paid over to the 
state for cons truction of highways in those counties . A 
board known as the Tenne ssee  Highway Reimbursement Board was 
created, and dire cted to set aside one cent of the gasoline 
tax for such repayment s to the countie s . 10 This , however, 
represented an attempt by the s tate to as sume comple te finan­
cing of primary or state roads , and in no way affected the 
financ ing of local or se condary roads . Such roads were still 
financed out of the general proper ty tax le vy, and the out­
moded road labor tax was s till in us e .  Counties of the s tate 
10 Public Acts of Tennessee , �� Chapter 64, Sec tions 
l, 2 ,  3, 4, 5. 
- -
45 
were empowered to le vy a road tax of no t le s s  t han five cents , 
( 5¢) , nor more than twenty-five cent s ( 25¢) , upon each One 
Hundred Dollars ( $100 ) of asse ssed property ,  and not more than 
one-fourth the county as s e s sment on privileges . ll 
The period s ince 1929 has ma rke d the e volution of the 
s tate ' s  aid t o  local uni ts in the financing of local roads . 
Th� actual beginning of the shared gasoline tax came in 1929 , 
when an act was pas sed allo cating one c ent per gallon of the 
tax to the countie s of the state . 12 This fund was to be de s -
ignated a s  "State Aid Fundrr and was t o  be us ed exclus ively 
for the construction and maintenance of  local or secondary 
roads . It was to be dis tributed to the countie s on the basis 
of population and area . 
Section 3 .  Be it fur the r enac ted, That of said 
S tate Aid Funds , fifty per centum shall he dis trib­
uted and alloted to the various counti es on the basis 
of area and fifty per centum on the basis o; popula­
tion as of the mos t  recent Federal C ensus . � 
Provision was also made in the act for addi tional grants 
to the countie s if such fund s accruing from the one cent al-
location were deemed insufficient by the Commi ss ioner of High­
ways and Public Works . If, in the opinion of the Commi s s ioner , 
11 Public � of Tenne s s e e ,  �, Chapter 55,  Section 2 .  
12 Public � of Tennes se e ,  1929 , Chapter 55 , Section 2 .  
13 �. , Section 3 .  
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such funds were not sufficient to meet the needs of the county 
system, additional funds could be alloted provided the total 
for all counties did not exceed $2,?50, 000, or the reimburse­
ment for any district road did no·t exceed $100 per mile.l4 
From March 1929, when the act went into effect, until and 
thr ough June 1931, when additional grants were made, distri­
butions to the counties of the state amounted to $4,670,694. 61.15 
Base of Present Distribution 
The highway grant-in-aid or shared gasoline tax that is 
in practice now was introduced in 1931, when the counties '  
share of the gasoline tax was increased from one to two cents 
per gallon. This increase was introduced at the same time 
that the gasoline tax was raised from five to six cents per 
gallon, 16 and an additional one cent tax levied separate and 
apart from the other, making a total gasoline tax of seven 
cents ( ?¢ )  per gallon.l? 
Section 1. Be it enacted by the General Assembly 
of the State of Tennessee, That all state monies 
14 Ibid., Section 4-8. 
15 Figures compiled in Division of Accounts, State 
Department of Highways and Public Works. 
16 Public � of Tennessee, 1931, Chapter 40, Section 1. 
1? Public Acts of Tennessee, 1931, Ex. Sess. Chapter 
11, Section 4 .  
- - - -
appropriated or alloted for the maintenance and im­
provement of county. systems, shall be lmown as " County 
Aid Funds," to be paid over by the State Comptroller 
to the trustees of the several counties in the pro­
portion hereinafter directed, to be used by the county 
highway authorities in building and/ or maintaining 
county roads and bridges; provided, that any such 
county highway may be taken over and constructed, im­
proved, or maintained as a hard surface road by the 
State Highway Department out of its awn funds. 
Section 2. Be it fur the r enacted, That from the 
revenue derived from the tax for the privilege of 
selling and/ or storing gasoline, commonly termed 
the "State Gasoline Tax" a sum equivalent to that 
derived from the levy of two cents { 2�) for each 
gallon of gasoline is hereby provided for and set 
aside into a separate fund to be used exclusively 
as " County Aid Funds. n 
Section 3 .  Be it further enacted, That said 
"County Aid Funds," so derived from- the two cents 
( 2�) gasoline privilege tax shall be divided and 
distributed by the State Highway Department to the 
various counties of the State as follows : One-half 
of said fund shall be distributed e qually among the 
ninety-five counties of t he state, and fifty per 
centum of the balance shall be distributed among � 
ninety-five counties of the state .2.!! the basis of � 
and fifty per centum .2.!! the basis £f population, as 
of the last Federal Census, and shall be paid over 
monthly by the Comptroller of the State to the various 
County Trustees, to be used by the cocinty highway 
authorities in the building, repairing, and improve­
ment of county roads and bridges; provided that the 
Quarterly County Court of any county of the State 
may, at any regular term by resolution passed by a 
majority of the justices present and spread upon the 
minutes of the court, direct the State Highway De­
partment to expend said counties 11 pro rata" of said 
· fund on such county highways and bridges as the county 
highway department of said county by resolution may 
direct. That nothing in this act shall affect the 
rights or duties now imposed by i�w on counties having 
a Board of County Commissioners. 
47 
l8 Public Acts of Tennessee, �� Chapter 45 , Section 
1 ,  2, 3 .  (ltalics-0:7 Author) . 
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The above act is in force today and has had only a few 
minor changes. In 1937, the act was amended so that the trus­
tees of each county to which the fund is paid would be allowed 
to receive one per cent of said county ' s  share as his compen­
sation for receiving and paying out the fund.l9 The trustees 
of those counties which allow the state to expend their funds, 
however, do not receive this one per cent. 
The allocation of these funds· was affected by acts 
passed in 1937 stating that if any county should fail or neg­
lect during any quarter to pay into the special funds for Old 
Age Ass_istance, Dependent Children, or Blind, then the State 
Treasurer is authorized to retain the sum necessary to make 
up this amount out of any funds distributable to such county 
for any purpose except education.20 This represents a means 
whereby the gasoline tax shares due the counties for highway 
purposes can be shifted into channels nowise connected with 
this purpose. Since this act was passed certain amounts have 
been taken out of the shares o� some counties each month �or 
payment into one of these funds. 
From July 1, 1931 through October 31, 1940 the total 
19 Public Acts � Tennessee, �� Chapter 152, Section 
1. 
20 Public Acts of Tennessee, 1937, Chapter 49, Section 
17 ; Chapter 50, Sect1onl4; Chapter 51, S ection 18 . 
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amount allocated to the counties of the state for use on loca l 






1938 5,229,784. 50 
1939 5,223,825.49 
1940 5,450,131.07 
From these figures it can be easily seen that the 
sharing of gasoline taxes in Tennes see is no small item. · A  
total disbursement out of state funds of more than five mil-
lion out of a total disbur sement of approximately seventy 
million is neces sarily of vital importance . Of a total gas­
oline tax of approximately nineteen and one-half million 
collected in 1940, nearly five and one-half million was re­
turned to the local units, while only about three million 
or the gasoline tax money was used by the State Department 
of Highways.22 
21 Amounts are recorded by fiscal years ending July 1 ,  
each year . Divis ion of Accounts, State Department of High­
ways and Public Works. 
22 . Tennessee Taxpayers Association, A Financial 
























PER CENT OF STATE AID FUNDS ALLOCATED TO EACH COUNTY 
BASIS FOR ONE CENT DISTRIBUTION 
Area Population( a } Combined area 
and population 
.820400 .740980 . 78069 
1.232998 . • 805524 1.019261 
1.093866 .429456 .761661 
. 937942 .272418 . 605180 
1.369732 1 . 298996 1.334364 
.806007 .874094 .840028 
1.101063 1.025279 1 � 063171 
.642886 .341478 .492182 
1.484875 .998717 1.241796 
.846787 1.118849 .981818 
.743232 .354918 .549075 
.750834 .405226 .578030 
1.1226522 • 929198 1.025925 . 
.609303 .366015 . 487659 
1 . 024300 . 832200 .928250 
1 . 062681 .642103 . 852393 
.640487 .663429 .651958 
1.571233 . 437215 1.004224 
1.225802 8. 517072 4.871437 
.690863 .386233 .538548 
.746036 .543194 .644615 
Combined totat �t 










1 . 017224 
.800853 
.815330 

































TABLE II ( continue d ) 
PER CENT OF STATE AID FUNDS ALLOCATED TO EACH C OUNTY 
BAS IS FOR ONE CENT DISTRIBUTI ON 
Area Population ( a ) Comb ined . area Comb ine d  total
(
of 
and population two c ent .fund b 
1 . 316957 . 706891 1 . 011824 1 . 032227 
1 . 199415 1 . 200241 1 . 199828 1 . 126229 
1 . 482477 1 . 104161 1 . 293319 1 . 172955 
1 . 165831 . 421775 . 793803 . 923217 
1 . 379236 . 833094 1 . 106165 1 . 079398 
1 . 518459 1 . 778215 1 . 648337 1 . 350464 
1 . 506465 1 . 070719 1 . 288592 1 . 170611 
. 736441 . 486785 . 611613 .- 832122 
1 . 470482 1 . 342184 1 . 406333 1 . 229482 
. 899561 . 371365 . 635463 . 844047 
. 379015 . 635033 . 507024 . 779827 
1 . 376928 6 . 095684 3 . 736306 2 . 394468 
. 546933 . 36983 . 458308 . 755469 
1 . 671984 . 848176 1 . 260080 1 . 156355 
1 . 396119 . 619631 1 . 007875 1 . 030253 
1 . 156236 . 921706 1 . 038971 1 . 045801 
1 . 218605 . 996079 1 . 107342 1 . 079976 
1 . 285773 . 674741 . 980257 1 . 016444 
1 . 501667 1 . 010183 1 . 255926 1 . 154278 
1 . 367332 . 520264 . 943798 . 998214 
. 472569 . 212361 . 342435 . 697533 

























TABLE II ( continued )  
PER CENT OF STATE AID FUNDS ALLOCATED TO EACH COUNTY 
BASIS FOR ONE CENT DISTRIBUTION 
Area Population( a )  C ombined area Combined totaf �£ 
and population two cent f'und b 
. 722048 . 519346 . 620697 . 836664 
. 748435 . 684639 . 716537 . 889584 
. 705256 . 486604 . 595930 . 819780 
1 . 209010 5 . 958290 3 . 583650 2 . 318140 
. 292657 . 400755 . 346706 . 699668 
1 . 093866 . 894534 . 994200 1 . 023425 
1 . 465685 1 . 023329 1 . 244507 1 . 148569 
. 686065 . 200951 . 443508 . 748069 
1 . 408113 . 971581 1 . 189847 1 . 121239 
. 525344 . 680474 . 602909 . 82777 
. 686065 . 530161 . 608113 . 830372 
1 . 324154 1 . 951382 1 . 637768 1 . 345199 
1 . 209010 . 670690 . 939850 . 996240 
. 906758 . 595210 . 750984 . 901807 
1 . 396119 1 . 300029 1 . 348074 1 . 200352 
. 496558 . 234162 . 365260 . 708995 
1 . 614412 . 816990 1 . 215701 1 . :1.34166 
1 . 237796 1 . 18052 1 . 209024 1 . 130827 
. 338235 . 154285 . 246260 . 649445 
1 . 268981 . 519881 . 894431 . 973531 
1 . 036294 1 . 109052 1 . 072673 1 . 062652 
























TABLE II ( continued ) 
PER CENT OF STATE AID FUNDS ALLOCATED TO EACH COUNTY 
BASIS FOR ONE CENT DISTRIBUTION 
Area Popula tion < a ) 
1 . 324154 1 . 111614 
1 . 069878 . 690946 
1 . 168230 . 273134 
. 388610 . 214594 
1 . 036294 . 599490 
. 969127 . 907825 
. 875573 . 530123 
. 911555 . 935465 
1 . 091467 1 . 077407 
1 . 472881 1 . 233911 
1 . 319356 . 538112 
. 633291 . 154669 
1 . 408113 . 782707 
1 . 921462 11 . 713182 
. 710053 . 591549 
1 . 077074 . 507460 
1 . 045890 1 . 952452 
1 . 338547 1 . 093879 
1 . 060283 1 . 050923 
. 254276 . 215130 
. 482165 . 484529 
. 563725 . 434579 
Combined area 
and population 








1 . 084437 
1 . 353396 
. 928734 
. 393980 
1 . 095410 
6 . 817322 
. 650701 
. 792267 
1 . 499171 
1 . 216213 







two cent fund · 








1 . 068534 
1 . 203013 
. 990687 
. 723305 
1 . 074020 
3 . 934976 
. 851666 
. 922449 
1 . 275901 
1 . 134422 
1 . 054117 
. 643617 
. 767989 












TABLE I I  ( continued ) 
PER CENT OF STATE AID FUNDS ALLOCATED TO EACH COUNTY 
BASIS FOR ONE CENT DISTRIBUTION 
Area 
.702857 
1 . 014705 
. 779620 
1 . 796723 
1 . 391321 
. 870775 
1 . 405714 
1 . 470482 
100 . 000000 
Population ( a ) 
. 134375 
. 772351 
1 . 750582 
. 463739 





Combined area C ombine d tota��f and populat ion two c ent fund 
. 418616 . 755623 
. 893528 . 973079 
1 . 265101 1 . 153730 
1 . 130231 1 . 091431 
1 . 254830 1 . 153730 
.732400 . 892515 
1 . 139404 1 . 096017 
1 . 192502 1 . 122566 
99 . 999965 100 . 0000038 
( a ) Population percentage s based on 1930 census . See appendix for 1940 figure s .  
( b ) Combined area and population percentages plus one nine ty-fif th divided by 
two . Column 3 + 1 . 052631 
CJ1 
� 
Admini s tration of Gasoline Tax Share s 
The gasoline tax is collected by the S tate Department 
of Finance and Taxation and the funds are then turned over 
to the S tate Highway Department . It ha s  been spe cifically 
set out that no t more than two per cent of the amount going 
to the state highway rund shall be used for the expens e of 
adminis tration, and that of the amount go ing to the countie s 
not more than one per cent sha ll be s e t  aside for expenses of 
admini s tration . 23 The two cents per gallon tax that is al­
located to the countie s of the s tate according to the sys tem 
explained above has been spe cifically des ignated as county 
revenue . After the State Highway Department receives the 
funds from the point of colle ction, it divide s the fund s ac­
cording to the provi sions set up by law . The se taxe s are col­
lec ted and dis tributed monthly . Tha t p or tion of the funds 
requir ed to pay certain countie s '  share s of the Old Age A s s i st­
ance Fund� Dependent Children Fund , and the Blind Fund ,  is 
taken out and sent to the prope r department to make up the 
deficienci e s  in the s e  funds . The remainder is s ent dir e c tly 
to the countie s ,  except in tho se  cases in whi ch the State 
Highway Department has been di re cted by the county court s  to 
23 Public Ac ts of Tenne s se e ,  1939 ,  Chapter 207 . 
expend their monies, in which cases the funds are retained 
by the state department. 
An exception to this administration of the gasoline 
56 
tax is found in the case of gasoline sold by the var ious air­
ports of the state for use in the motivation of airplanes. A 
seven cent tax is paid on this gasoline but it is used for 
purposes relating to aviation. Fifty per cent of the total 
tax collections is retained by the Tennessee Bureau of Aero­
nautics, a division of the State Highway Department, and is 
used in the laying out of air routes, construction and super­
vision of airports, etc. The remaining fifty per cent is re­
turned to the counties and municipalities of the state in 
proportion to the amounts of said tax collected from airports 
in those units, and is to be used in their respective aero­
nautics programs. 24 
Aside from these two outlays against the total fund 
collected from the gasoline tax, the expense of administration, 
and the amount collected from vehicles, the total collections 
of two cents per gallon are returned directly to the counties 
of the state. · 
While the statutes provide . that the population percen­
tages upon which the returned shares are to be figured shall 
24 Public Acts of Tennessee, �, Chapter 3 05 ,  Section 
15 . 
5� 
be " as of the last Federal Cenaus," the funds in March 1941 
were still being distributed on the basis of the 1930 Federal 
Census. The 1940 figures were already available and percen­
tages had already been worked out, but due to traditional 
faulty governmental administration the switchover had not been 
made. While the change that will be effected by this switch 
are insignificant, the lateness of the switch serves as an 
example of the slowness of state tax administration . 25 An­
other example of the possible inadequate administration lies 
in the fact that the area basis of certain courities whose 
areas have been considerably reduced by the flooding of cer­
tain territories has remained the same. The area percentage 
alloted to Union County is the same now as in 1935, while the 
real area has been considerably reduced. 
In order that those counties which did not have well 
organized county highway crews might secure more efficient 
expenditure of their pro rata shares of the gas tax, it was 
provided that the county courts of such counties might direct 
the state highway department to expend these funds. When any 
court of any county has by resolution asked the State Highway 
Department to administer the funds in that county, then the 
state department has the right to expend those funds for a 
25 Appendix, p. i. 
period of twelve months or longer if the court de signate s . 
Thi s provision was inserted to prevent the constant shifting 
of expenditure and to prevent the breaking up of pro jec ts 
already under way . 
The number of counties  that have used this power to 
direct the S tate Highway Department to administer the gasoline 
tax funds has varied greatly from time to time . At one t ime 
the state department controlled and expended all the grants 
of all the ninety-five countie s ,  but by Quarterly Court action 
from time to time , the number has been reduced until now only 
a very few c ounties  allow the state department to expend tho se 
funds . 26 In December 1940, five counties were then allowing 
the State Department of Highways and Public  Works to supervise  
expenditure of  the se aid  funds . The se were the counties of 
Campbell, Benton, Johnson, Unicoi � and Putnam. By March of 
1941 , however ,  only Benton County was having its " pro rata" 
expended by the central agency . The five counties mentioned 
re ceived the following from the two cent fund in 1940 : 27 
26 S tatement by Division of Accounts,  State Depart-
ment of Highways and Public Works . 
27 
Divis ion of Accounts , State Department of Highways 






$57, 662 . 39 
49 , 438 . 14 
44, 685 . 62 
44 , 674 . 72 
42, 282 . 11 
59 
Of cour s e ,  the number of countie s utilizing the priv­
ilege of allowing central supervis ion of expendi ture of the s e  
funds , change s from quarter t o  quarter . The following amounts 
were expended by the State Highway Department for the countie s 






$103 , 413 . 77 
292 , 901 . 18 
901 , 321 . 10 
480, 717 . 00 
451 , 920 . 16 
Several controversies have arisen in connection with 
the state depar tment ' s  expenditure of the se aid funds . Two 
private acts have been passed placing certain county portions 
of the aid funds permanently at the dispo sal of the s tate 
department and both have been declared invalid . The two coun-
tie s involved were Wayne and Benton . In one case ( Hassel v .  
Walters ) ,  29 the court held t hat : 
28 Figur e s  for 1936, . 1937,  1938 from Reports of the 
State Highway C ommissioner of Tenne s see . Biennial reports 
ending June 30, 1936 ; June 30, 1937 ; June 30, 1938 . 
Figures for 1939 and 1940 from A Financial State­
ment on the Government of the State of Tenne s se e ,  prepared 
by the-Tennes see Taxpayer 1s-Association, june 30, 1940 . 
29 Has sel v .  Walters , 170 Tenn ( 6Beeler ) 206 . 
Spec ial ac t ve sting s tate depar tment of highways 
and publ ic works with full control over expenditure 
of funds received by cer tain countie s from the s tate 
for road purpo s e s ,  including the gasoline tax, held 
invalid as depriving county of control over re venue s 
contrary to general law . 
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The act in que s tion had taken from the control of 
Wayne County the expenditure of its "pro rata" of the Connty 
Aid Fund, and placed pe rmanent contro l of the s� f nnds with 
the state department . 30 
A very similar case was brought forward in Benton 
Connty .Y •  Plunk, 31 and the same decision was reache d by the 
Supreme Court . In thi s decis ion it was pointed out that such 
acts were unconstitutional as partial clas s legislation . 32 
Another controversy conne cted wi th the right of the 
st&te depar tment t o  adminis ter such county funds aro se in the 
case of Robbins .Y •  Phillips . 33 In this  case the Quar te rly 
Co�t of Picke tt County had pa s sed by a close vo te a re solu-
tion dire cting the s tate depar tmen t to expend that county ' s  
share of the ga soline tax funds , but had not set up any def­
inite restrictions as to the us e of the funds . 34 Shortly 
30 Private Acts of �, Chap ter 333 . 
31 Benton County .Y• Plunk, 170 Tenn ( 6  Be eler ) 253 . 
32 Private � of 19 35 ,  Chap ter 710 . 
33 Robbins v .  Phillips , 175 Tenn ( 11 Beeler ) 568 . 
34 Re solution was pa ssed to be effective from April 
12 , 1939 to April 12 , 19 40 . 
after the resolution had taken effe c t ,  the jus tices o f  t he 
Quarterly Court changed attitude s and demande d that the fund s 
be re turned t o  the county authori ties , The Commissioner of 
Highways and Publ ic Works refused and s tar ted to expend the 
funds in that county on lo cal roads . The cas e  was brought 
before the court, and the de ci sion was rea ched tha t since no 
res tric tions were placed on the expenditure of thi s money , the 
first resolution was inval id, and thus the state department 
was for ced t o  turn back the �d s to the c ounty authori ties be-
fore the expirati on of the de s ignated t welve months period . 
Several difficul ties have arisen in the admini stration 
of the county aid funds concerning the actual expenditur e of 
such runds by the county authoritie s .  The act spe cifically 
states that the funds shall be  us ed for the c ons truc tion and 
maintenance of lo cal roads and bridge s ,  but goe s  no further . 
A s tatute was pas sed directing part of the county aid fund 
of �bite County to be withheld as  a sinking fund to pay in­
tere s t  and principal of out s tanding county road bonds . 35 
Thi s act  wa s he ld to be invalid and contrary to the general 
law . 36 
A law wa s pas sed appl icable t o  Moor e County alone 
35 Private Acts of �, Chapter 650 . 
36 Hill v .  Snodgras s ,  167 Tenn ( 3 Beeler ) -285 . 
whereby all funds received by that county for highway pur-
poses would be paid over to the county trustee and divided 
into e qual parts among the road districts of the county . 37 
This was held invalid because it was contrary to the general 
law providing for the creation of a sys tem of intersecting 
.county and state highways . 38 
The above illus trations represent some of the problems 
that have been encountered in the administration of the two-
cent gasoline tax fund . Even at its best  it can only be in­
efficiently adminis tered by local authori tie s .  The se  local 
authorities  usually consi s t  of politically appointed road 
boards ,  who se aim in dire c ting expenditure of the funds is 
not provis ion of a more integrated road sys tem, but sati sfac-
tion of the greatest number of voting constituents . 
Importance of "County Aid Funds"  to County Revenue 
, .  
These  "County Aid Funds" supply very important sources  
of  highway revenue s to the countie s . According to  the present 
di stributive s e tup, nearly all countie s re ceive ma jor portions 
of their highway revenue s from thi s source . Counties of the 
s tate are still empowered to levy a road tax in with the general 
37 Private Acts of �, Chapter 6 .  
38 Wiseman v .  Smith, 170 Tenn ( 6  Beeler ) 293 .  
proper ty tax but only in the larger counties doe s this tax 
provide the maj or source of hi ghway revenue and some countie s 
have elimina ted it comple tely . To many of the smaller coun-
ti es,  the shared gasoline tax is the only source of revenue 
needed to finance ade quately the cons truc tion and maintenan ce 
of local roads and bridges . 
For the pas t few ye ar s ,  the se funds have been used in 
conjunc tion with federal funds in the WPA "Farm to Marke t" 
road pro j e cts and lo cal roads throughout the state have been 
impro ved greatly during the period of this appl i cation. I t  
has been es tima ted by some o f  the employe e s  o f  the S tate High-
way Depar tment conne cted wi th the financ ial sur vey being made 
of all road financ ing in the state tha t over one-half of t he 
counties of the state now expend the gasoline tax monie s side 
by s ide with WPA funds . 
The importance of the county aid f unds to the counties 
of the state can be shown by actual f igure s . In survey s of 
county finance made in 19 32, 19 33, and 1934 by the Tenne ssee 
Taxpayers ' As sociation, the countie s of Campbell,  Greene , 
Knox, Hami lton , Grundy , and Haywood were s tudied.  The 
amounts rece ived and the per centages of t o tal highway re venue s 
in the se countie s during these years is shown : 39 
39 Tenne ss ee Taxpayer s '  As so ciation, A Repor t of the 
Survey of The Finances and Managemen t of the-Go vernment of 
Hamilton-county, Tenne ssee, Na shville ,-r934: 
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Year County Amount Percentage 




1932 Knox 25.8 
1932 Greene 43,439. 20 57 
1932 Haywood 38, 795.77 70 
1933 Campbell 34, 225.69 77 
1933 Grundy 29, 821.88 100 
The figures  serve t o  show that the smaller counties  of 
the state re ceive much larger percentages of highway revenue s 
than do the larger counties . When the above surveys were 
taken a road property tax levy of fif teen cents was levied 
in Knox County and a levy of ten cent s was levied in Hamilton 
County while in the smaller counti es  no property tax for roa d 
purposes  was le vied .  
The importance of theae revenue s to lo cal r oa d  f inance 
in the various countie s at the pre sent time cannot be de ter-
mined for all the countie s  of the state , but available data 
from a few representative countie s will serve t o  show the 
relative importance in counties  of varying s ize . 1mdis on 
County ,  one of the la�ger counties of the state , re ceive s  
approximately 90 per cent o f  i ts local road revenue from the 
two cent returne d  tax . Rutherford and Gre ene counties ,  both 
relatively large,  receive 85 and 66 per cent respectively 
from this source . In each of these three  counties the state 
returned fund i s  supplemented by a property tax levy for road 
purposes . In Madis on County,  the levy is four cent s per one 
hundred dollars assessed value , in Rutherford County seven 
cents , and in Greene County twenty-five cent s .  
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Haywood County, one of the medium countie s of the state 
however, receive s all of its funds for use on local roads from 
the two cent gasoline tax, and levies no prope rty tax for road 
purpo ses . 
Knox C ounty, one of the four " big city" counties ,  re­
ceived only 39 per cent of its revenues expended on local roads 
from the returned tax fund in 1940 . A property tax levy of 
eighteen cents { 18¢) per $100 as sessed valuation for road pur ­
po s e s  yielded $228, 055 . 68 as compared with $144, 478 . 09 ne t 
re turned to the county from the two-cent gasoline tax fund . 
As can be seen from an examination of the above figures , 
the re turned gasoline tax provides  ne arly all the revenue s for 
local road construction in small counti es  and a ma j or portion 
in the great number of countie s .  Only 1n tho se  few large st  
countie s  of  the s tate doe s the revenue from the road proper ty 
tax levy exceed the gasoline tax share . The conclus ion mus t 
be reached that the shared gasoline tax cons titutes a s ize­
able grant to the counties  of the s tate , and any problems in 
the di stribution or adminis tration of these  share s  would ne c ­
e s sarily b e  o f  great importance . 
In the present chapt er we have attempted to show the 
historical background of the highway financing program in 
00 
Tennes see , . to point out the statutory provis ions  for actual 
grant-in-aid dis tribution, to examine the admini strative 
methods and problems in the pre sent tax sharing, and to il­
lus trate the importance of the se shares to the local units . 
In the following chapter we shall examine the effects of the 
present di stribution more close ly and attempt to determine 
its value . 
C�P�R V 
TAX SHARING BAS IS IN TENNESSEE 
As was pointed out in the pre c eding cha pter , the bas i s  
ror the sharing o r  the gasoline tax with the l o cal units as 
s e t  up in 1929 was the relative areas and populations of t he 
different countie s .  During the period from 1929 to 1931, when 
only one cent pe r gallon of t he tax was shared, fifty per c ent 
of the tax was shared on the bas i s  of area and f if ty pe r c ent 
on the ba s i s  or popula tion . 
Thi s sy s tem of dis tribution, while not entirely e quit­
able ,  did serve to divide the rund s a cc o rding to some me asure 
of both the nee ds of the local unit s and the amounts of tax 
paid in . Re lat ive populations and area have been tradi tionally 
proper as sharing base s  in any di s tributive shceme s . As suming 
an e qual per capita consumption of g a soline throughout the 
s tate , population would measure r e lative amount s  of the ga s ­
oline t ax  paid in by the s eparate localitie s .  Area figur e s  
will se rve to mea sure , t o  a c ertain ex tent , the ne e d  for rural 
road faciliti e s  in the var ious count i e s . 
Tenne s s e e ,  as a s tate , i s  made up of nine ty-five coun­
t i e s . The s e  countie s are no t laid out according to any geo­
graphical pattern, but have s imply grown up in no c entrally 
planned s cheme . For thi s reason, there exi s t s  no degr e e  or 
00 
e quality among the different countie s  in area, population, or 
e conomic status . The countie s of the state vary in area from 
Shelby, whi ch has an area of 801 s quare miles ,  to Trousdale , 
which has an area of 106 square miles . Twelve counties of the 
s tate have areas of over 600 s quare miles each, and five coun­
tie s have area s of le s s  than 200 s quare miles each. In pop­
ulation there is a much wider range than in area . According 
to 1940 census figures ,  She lby had a population of 357 , 620 
while Van Buren County had a population of 4 , 049 , only 1 . 17 
per cent that of Shelby . Four countie s of the s tate have 
populations of more than 100, 000, while thirteen counties have 
populations of le s s  than 10, 000 each. 
However, the division of the tax according to area and 
population alone was changed in 1931 , when the proceeds of an 
additional one cent per gallon were made available to the 
countie s .  The funds thus added were to be divided e qually 
among the ninety-five count ie s . The introduction of this 
e qual allocation as one of the factors was not at all logical . 
I t  r epre sented no attempt at returning tax monie s  to the place 
of gasoline usage , or at e qualiz ing the costs  and opportunitie s 
of those facilitie s for which the se revenue s are used . The 
only explanation for this action lies  in the fact that the 
�alanoe of power in the Tennes see state legislature has been,  
and is,  held by the smaller counties . The small counties  
stood to gain by the inclus ion of the equal sharing of the 
extra one cent . Another fac tor that encouraged e qual sharing 
was the age old s elf determination principl e imbued within 
the very spirit of county government s .  Each c ounty regards · 
itself as a sovereign unit of government,  separate and apart 
from the o ther countie s of the state , and thus ent itled to a 
share of any distributed state money equal to any other county . 
Comparison of the amounts actually received in 19 40 
with the amounts that would have b e en rece ived had the sharing 
basis use d  from 1929 to 1931 , ( area and populat ion alone ) , been 
re taine d, 1 shows that those counties now receiving the largest 
shares are the ones tha t are losing revenue s by the state ' s  
cont inuing upon the pre s ent dis tr ibutive basis . Of cour s e ,  
the rank order o f  the countie s in the amounts ac tually re,­
ce ived and the amount s tha t would have been returne d had the 
sharing bas is  of 19 29 been re tained is the same ;  the inclu­
s i on of the on e cent shared equally me rely s erve s to shorten 
the rang e between the high and low counti es and to cause the 
di stribut ion to cluster mor e clos ely around a cen tral tendency . 
Under the pre sent sys tem Shelby County re c eive s  the largest 
share , 3 . 934976 per c ent of the to tal , and Trousdale County 
rece ive s  the smalle s t ,  . 6436179 per cent of the total . If 
l Table III, column II . 
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the di vision were made on the basi s  of area and population 
alone , as wa s the ca se from 1929 to 1931 , the range would ha ve 
been from Shelby at 6 . 817322 per cent to Trousdale at . 234703 
per cent . Thus , the percentage range is practi cally cut in 
half . 
The change tha t wa s made in 1931 when the e qual sharing 
of the extra cent wa s introdu ced, served to increase the pe r­
centages of the to tal shared tax re turne d to counties of sma ll 
area and populat ion, and to de creas e  the perc entages of tho se 
countie s  that have the greater areas and popul ation . 
All those counti e s  having a combined area and p opulation 
percentage of more than 1 . 052631 , 2 { one ninety-fifth ) ,  re ceive 
proporti onately le ss  than they rece ived prior to 1931 ; tho se 
that have average area and population percentages of l e s s  than 
1 � 052631 now rece ive proportionately more than they rece ived 
under the f ormer sys tem . Thus , fifty-nine counties of the 
s tate now receive proportiona tely more , while only thirty-six 
countie s rece ive proportionately less  than they did under the 
sys tem that prevailed from 1929 to 1931 . 
One of the ma jor effects of the adoption of the pr e s ent 
di s tributive sys tem wa s to cause the four "big city" counti es 
to rece ive much smaller proportionate shares of the to tal tax 
























AMOUNTS ACTUALLY RECEIVED FROM GASOLINE TAX AND AMOUNTS ) THAT WOULD HAVE BEEN RECEIVED UNDER ALTERNATIVE SYSTE1ffi ( a  
Amounts actually Population and Rural road 
received ( 1940 ) area bas is basis 
column I column II column III 
. 
$50, 133 $42 , 895 $40 , 058 
56 , 458 55, 55.1 71, 942 
49 , 438 41 , 511 41 , 366 
45 , 176 32, 983 35 , 644 
65, 044 72 , 724 81 , 861 
51, 576 45 , 783 58, 098 
57 , 657 57, 944 35 , 692 
42 , 097 26, 826 40, 658 
62, 525 67 , 6'79 87 , 202 
55, 440 53, 510 46 , 871 
43, 610 29 , 925 44 , 146 
44, 437 31, 503 50, 141 
56 , 642 55 , 914 58, 316 
41, 974 26 , 578 27 , 251 
53, 980 50, 591 52 , 866 
51 , 913 46 , 456 69 , 217 
46 , 451 35 , 533 41, 966 
56 , 051 54 , 732 60, 496 
161, 483 265 , 500 95 , 922 
43 , 361 29 , 352 33, 791 






16 , 524 
9 , 314 
92 , 288 
65 , 892 
38 , 156 
13 , 653 
40, 108 
57 , 341 
16 , 574 
15 , 854 
26 , 744 
7 , 254 
31, 202 
38 , 581 
22 , 444 
19 , 817 
626 , 749 
11 , 549 
























TABLE III ( continued )  
AMOUNTS ACTUALLY RECEIVED FROM GASOLINE TAX AND AMOUNTS
) 
THAT 
WOULD HAVE BEEN RECEIVED UNDER ALTERNATIVE SYSTEMS l a 
Amounts actually Population and Rural road 
received ( 1940 ) area basis  bas i s  
column I column II column III 
. 
56 , 258 55, 146 83, 932 
61, 381 65 , 392 65 , 402 
63 , 928 70, 488 65 , 402 
50, 317 43 , 263 27 , 251 
58, 829 60, 287 64, 312 
73, 603 89 , 837 102 , 462 
63, 800 70, 230 87 , 202 
45 , 352 33 , 334 47 , 416 
67 , 008 76, 647 108, 948 
46, 002 34, 634 ' 26,  706 
42, 502 27 , 633 32, 701 
130, 502 203 , 634 95 , 922 
41 , 174 24 , 978 31 , 611 
63 , 023 68, 676 64, 857 
56 , 150 54, 931 57 , 771 
56, 998 56, 625 67 , 037 
58, 860 60, 352 52, 866 
55, 398 53, 425 71, 397 
62 , 910 68, 450 71, 397 
54, 404 51, 438 79 , 027 




33 , 889 
63 , 374 
35 , 780 
11 , 560 
38, 107 
72 , 176 
48 , 332 
19 , 773 
72 , 291 
11, 385 
51, 684 
383 , 161 
7 , 821 
24, 863 
19 , 419 
35 , 589 
30, 488 
21 , 980 
48, 253 
17 , 500 
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TABLE I I I  ( c ontinue d )  
AMOUNTS ACTUALLY RECEIVED FROM GASOLINE TAX AND AMOUNTS ) THAT WOULD HAVE BEEN RECEIVED UNDER ALTERNATIVE SYSTEMS � a  
Amounts ac tual ly Population and Rural road 
received ( 1940 ) are a  ba s i s  bas i s  
column I c o lumn I I  c olumn I I I  
45, 599 33 , 829 38, 151 
48, 210 39 , 052 53, 950 
44, 652 31 , 934 28, 886 
126 , 342 195, 314 116 , 088 
38, 133 18, 896 16, 895 
55, 778 54, 185 51, 766 
62, 599 67 , 827 85 , 567 
40, 771 24, 172 23 , 981 
61, 109 64 , 848 84, 477 
45, 115 32, 859 39 , 786 
· 57 , 916 58, 462 85, 022 
58, 267 . 59 , 164 85, 022 
45 , 256 33, 143 59 , 951 
73, 315 89 , 261 67 , 582 
54, 296 51, 222 33 , 791 
49 , 150 40, 930 55, 591 
65, 421 73, 472 86 , 112 
38, 641 19 , 913 31 , 066 
61, 814 66 , 257 85 , 022 
61, 632 65, 893 67 , 037 
35, 396 13, 421 19 , 620 
Regi s te re d 
vehic l e s  
column I V  
12 , 939 
32, 633 
13 , 762 
401 , 887 
15 , 735 
32, 003 
37, 404 









87 , 300 
8 , 666 
30, 619 
60, 469 
























TABLE III ( continue d ) 
AMOUNTS ACTUALLY ·RECEIVED FROM GASOLINE TAX AND AMOUNTS 
)
THAT 
WOULD HAVE BEEN RECEI VED UNDER ALTERNATIVE SYSTEMs t a 
Amounts actually Population and Rural road 
. received ( 1940 ) area bas i s  bas i s  
coltunn I column II column III 
53, 059 48, 748 44, 691 
61, 873 66 , 376 74, 122 
52 , 677 47 , 9 84 44, 146 
48 , 324 39 , 278 33 , 246 
36 , 904 16 , 438 18, 530 
50 , 973 44, 576 48 , 506 
54 , 262 51 , 154 50, 141 
47, 838 38 , 306 47 , 416 
53 , 851 50, 333 53, 411 
58, 237 59 , 103 72 , 487 
65 , 566 73 , 762 85 , 567 
53, 994 50, 617 32 , 156 
39 , 421 21 , 472 23, 436 
58, 535 59 , 701 64, 312 
214, 461 37 1, 553 101 , 917 
46 , 417 35 , 464 43 , 056 
50, 275 43 , 180 54, 501 
69 , 538 81 , 707 72 , 487 
61, 827 66 , 285 90, 472 
' ' = � .. - 57, 451 5.7 , 532 C" -:::: ' 60, 49 6 35 , 078 12; 742 15 , 805 -.--; : ., 






7 , 597 
3 , 586 
18, 432 
35 , 344 
36 , 416 
45 , 367 
58, 316 
82 , 548 
15 , 642 
7 , 548 
35 , 241 
813 , 296 
23 , 959 
12 , 830 
172 , 736 
66 , 257 
52, 545 
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TABLE III ( continue d ) 
AMOUNTS ACTUALLY RECEIVED FROM GASOLINE TAX AND AMOUNTS ) THAT WOULD HAVE BEEN RECEI VED UNDER ALTERNATIVE SYSTEMS l a 
Amounts ac tually Population and Rural ro ad 
rece ived ( 1940 ) area bas is  basis 
column I column II column III 
41 , 856 26 , 343 15 , 260 
42 , 287 27 , 204 31, 611 
40, 092 22, 815 19 , 620 
53, 034 48 , 698 68, 127 
63 , 160 68, 950 68, 672 
59 , 484 61, 599 71, 397 
62, 880 68, 380 107 , 368 
48 , 643 39 , 917 44, 691 
59 , 734 62, 099 86 , 112 
61, 181 64, 993 83 , 387 
Regi s tered 
vehi cles 
column IV 
20 , 901 
13 , 233 
3, 363 
33, 524 
117 , 216 
13 , 456 
53, 896 
22, 596 
55 , 471 
62 , 317 
5 , 450 , 131 5, 450, 131 5 , 450, 131 5 , 450 , 136 




371 , 553 
51, 154. 
15 , 260 
116 , 088 
57 , 771 
3, 363 
813 , 296 
31 , 202 
Figure s in Column I taken rrom re cords or Divi sion or Accounts , Tenne s s ee  
State Department or Highways and Public Works . 
Column I I  derived rrom percentage s used by department in allo cating one cent 
and to tal amount di s tributed in 1940 . 
� 
C11 
Column III derived rrom total dis tributed and percentage s  or rural roads in 
each county, worked out rrom tabulation prepared by Divis ion or Re search and Stati s tics  
or the State Department or Highways and Public Works . Originally rrom Rural Road 
Inventories . 
Column IV derived rrom to tal dis tributed in 1940 and percentage s or mo tor 
vehicles in each county worked out rrom re cords or Motor Vehicie Divi sion, Department 
or Finance and Taxation , 1940 . 
, \  
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shared . Had no change been made , Shelby County would have 
received $371 , 553 in 1940, or 73 per cent more than the a�ual 
amount received, $214, 461 . The four countie s combined wo�d 
have received $1 , 036 , 001 , 72 per cent or $403 , 213 more thab 
the actual amount of $602, 788 . 
Omitting these four large countie s ,  it is found that 
the o ther larger and more pro sperous counties were s izeably 
affected by the adoption of t he present sharing bas e . The 
next six counties tha t would rece ive the greates t  po s itive 
l 
change s  if the base were put back a s  in the ye ars 1929 to 1931 
are ,  in o rder ,  Gib son, Madison,  Sullivan, Greene , Rutherfo�d, 
and Maury . The se countie s  vary in amounts received from 
Gibson at $73 , 603 to Maury at $65 , 421, 1940 figures . The av-
erage of the amounts received in 1940 by the s ix countie s �as 
$69 , 075 . If the tax monie s had been shared on the earlipr 
basis , Gibson County would have recei ved $89 , 837 , an increase 
of $16 , 634 or 22 per cent . The se s ix counties re ceived a .  
total of $414, 451 in 1940 ; if the base had been a s  in 1929 , 
this figure would have been $484, 686 ,  an increase of $70, 236 , 
or 17 pe r cent . 
At the opposite extreme are tho se countie s whose  �1-
lotments have been considerably increased by · the inclusi�n bf r 
the e qual shar ing . Naturally, the s e  are the counties ha!i� ' 
the smallest combine d percentage of area and p opulation . �e 
f 
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lowe s t  ten of the se are , in· a s cending order : Trousdale , Mo ore , 
P i cke t t ,  Hous ton , Lake , Me i gs , Sequa t chie , Van Buren, Lewi s ,  
and Han c o ck . Trous dale C ounty re c e ived $35 , 178 in 1940 as com­
par e d  with $12, 742 that woul d have been r e c e ived on the othe r 
bas i s ,  a de cre a s e  of 63 per c ent . The s e  ten count ie s combined 
r e c e ived a to tal of $383, 626 ; if population and area had been 
the s ole de terminant thi s amount would have been $195 , 510, a 
de crease of 49 per c ent . 
Certa in countie s were n o t  much affe c te d  in proportionate 
shar e s  re ce i ved by the change made· in 1931 . The s e  are the 
c ounti e s  tha t  have a comb ined area and p opulation p er centage 
of approxima t e ly one ninety-f if th .  The s e  a r e  t he count i e s  that 
are nei the r among the smaller or larger of the s tate . ' The ten 
c oun tie s ,  McNairy , Rober t s on ,  McMinn, C ampbell , Tipton, Hawkins ,  
C laiborne , Be dford , Dicks on ,  and Hardin, combine d r e c e ived 
$572 , 034 in 1940 as c ompared w i th $570, 372 that woul d have been 
re c e i ve d  on the former b a s i s . For the s e  borderline coun t i e s  
the changing of t he dis tribut ion ba s i s  had l it tle appre c iable 
effe c t . 
From the above �indings i t  i s  e viden t t hat t he re tention 
of the pre sent di s tributi ve se tup i n  pre ference t o  the dis tri­
buting of re venue s on area and populati on alone i s  advantage ous 
to th e  small er counti e s and wo rks a hardship on the la rger 
c ount ie s .  
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So far , a t t en
.
tion ha s been dire c ted only to the sharing 
sys t em as i t  is in actual p ra c t i c e ,  and as it w ould work now 
had the e arl i e r  used bas e s  of area and population alone b e en 
re taine d . But , a s  has be en po inte d out , area and population 
do no t s erve as a very eff i c i en t  mean s o r  devi c e  to measure 
the e qui tability o f  any di s tribution s cheme . The u s e  of mo tor 
vehic l e  regi s tra t io n  as a me asure of tax shares s erve s  more 
ade quately to repre s ent both ne ed for shared r e venue s and the 
amo1.m t s  of the taxe s paid in . Ano ther b a s i s· tha t ha s b e en 
used by s ome s tate s and s erve s to show relati ve nee ds o f  t he 
lo cal uni t s  for shared r evenue s i s  the mil eage of rur al roa ds 
upon whi ch the mon i e s  are to be expended . Examination of the 
a c tua l  amount s  r e turned to the vari ous c ounti e s  and the amoun t s  
that would have b e en returned ha d  the tax e s  b e en share d e ither 
on a mot or vehi c l e  regis tration ba s i s  or a mileage of rural 
roads ba s i s ,  shows e ven greater percen t age range b e twe en the 
higher and l ower l imi t s . 3 
If the �ds were share d  on the bas i s  o f  the mil eage s 
of rural roads in e a ch of the counti e s , there woul d be c ons i d ­
erable change in amount s  r e ce ived . Whi le the range would n o t  
b e  so great a s  in some of the o ther systems of d i s tribution, 
it would be much wider th an the pre s ent one . If the f und s  
were all o cated on such a ba s i s , the amount s  would run from 
Knox a t  $116, 088 to Uni c o i  a t  $15 , 260 . Under thi s sys tem, the 
3 Table III , column III and I V .  
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larger and the smaller counties  both would receive le s s  than 
they receive a t  pre s ent . The mileage of  rural roads in the 
different counties runs in fairly close  correlation to area 
percentages .  Under a di s tributive setup of thi s type those 
counties with large area percentage s but with small populations 
would stand to gain, while tho se small countie s with dense pop­
ulations and few miles of fre quently · traveled roads would los e  
revenue s .  Of course,  rural highway mileage doe s not take into 
consideration any city s treets . Thi s tends to make tho se  coun­
tie s that contain substanti al city areas have proportion�tely 
few miles  of rural roads . 
When we take actual amount s re ceived in 1940 and de-
termine the number of dollars received per rural road mile s 
in e ach county , we  find tha t the var�ation i s  very great .4 
Unicoi County received $266 per rura l road mile in 1940, while 
Weakley County received only $57 per mile . Seventeen counties 
received over $150 per mile,  and fiftee� countie s re ceived 
le s s  than $75 ' per mile . The four large countie s received in . 
1940 an average of $153 per mile of secondary road . Those  
countie s re ceiving le s s  per mile are those tha t have many miles 
of rural roads in compari son to area and population . 
The variance in amount s that would be received if the 
4 Table IV . 
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TABLE IV 
DOLLARS RECEIVED PER MILE RURAL ROADS , 1940 ( a ) 
County Dollars County Dollars 
per mile per mile 
Anderson $122 . 00 Haywood $109 . 10 
Bedford 76 .74 Henderson 75 .78 
Benton 117 . 21 Henry 86 . 67 
Bledsoe 124 . 31 Hickman 67 . 51 
Blount 77 .94 Houston 132 . 83 
Bradley 87 . 05 Humphreys 82 . 89 
Campbell 157 . 71 Jackson 117 . 49 
Cannon 101 . 54 Jefferson 87 . 8:3 
Carroll 70 . 28 Johnson 151 . 21 
Carter 116 . 62 Knox 107 . 17 
Cheatham 9 6 . 41 Lake 224 . 6 0  
Che s ter 86 . 45 Lauderdale 106 . 02 
C laiborne 95 . 41 Lawrence 71 . 82 
Clay 150 . 34 Lewis 166 . 07 
Cocke 99 .96  Lincoln 70 . 79 
C offee 73 .73 Loudon 111 . 73 
Crockett 108 . 00 McMinn 66 . 97 
CUI1lberland 9 1 . 08 "  McNairy 67 . 00 
Davidson 164 . 71 Macon 73 . 53 
Decatur 125 . 87 Madis on 106 •. 35 
DeKalb 111 . 34 Marion 157 . 06 
Dickson 65 .73 Marshall 86 . 76 
Dyer 9 1 . 81 Maury 74 . 20 
Fayette 9 6 . 25 Meigs 122 . 40 
Fentress  182 . 51 Monroe 71 . 21 
Franklin 89 . 57 Montgomery 89 . 56 
Gibson 70 . 29 Moore 175 . 84 
Gile s 71 . 56 Morgen 116 . 89 
Grainger .94 . 21 Obion 81 . 87 
Greene 60 . 31 Overton 117 . 09 
Grundy 167 . 28 Perry 143 . 01 
Hamblen 127 . 71 Pickett 196 . 09 
Hamilton 132 .96  Polk 102 . 83 
Hancock 127 . 75 Putnam 106 . 69 
Hardeman 94 .94 Rhea 99 . 00 
Hardin 94 . 78 Roane 98 .76  
Hawkins 83 . 20 Robertson 79 . 06 
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TABLE IV ( c ontinued ) 
DOLLARS RECEIVED PER MILE RURAL ROADS , 1940 ( a )  
C ounty 
Rutherford 
S c o t t  
S e quat chie 
S e vi e r  
. She lby 
Smi th 








( a ) 
Dollars 
per mil e  
$74 .96  
165 . 17 
165 . 43 
88 .97 
206 . 76 
105 . 21 
90 .43 
94 . 38 
67 . 17 
9 2 . 98 
214 . 28 
$57 . 38 
266 .07 
96 . 41 
C ounty 









Wil s on 
Dolla r s  
per mil e  
$266 . 07 
130 . 03 
199 . 36 
76 . 21 
90 . 16 
81 . 46 
57 . 58 
106 . 63 
68 . 18 
72 . 18 
Thi s · table worked out from amounts a c tually di s -
tributed t o  each c ounty an d  number o f  rural roads in each 
c ounty . A c tual amount s  from r e c ords of Divi s ion of Account s ,  
S tate Department o f  Highways an d  Publi c  Works . Mil e s of rural 
roads from tabulation prepared by Divi s i on of Re s e ar ch and 
S tatis t i c s ,  S tate Department of Highways and · Pub l i c  Works . 
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sharing were pla c e d  on the basis of the number of regi s tered 
vehi c l e s  in each c ounty i s  greater than in any o f  the o ther 
case s . Unde r s uc h  a plan Shelby C oun ty would have rece ived 
in 1940 a to tal of $813 , 29 6 , 5 or 15 per c ent of the to tal in­
s tead of the $214 , 461, or 3 . 9324976 p er cent , whi ch it re c e ive s  
under the pre s en t  s e tup . Van Buren C oun ty would ha ve re c e ived 
only $3 , 363 ins t e ad of the $40, 092 ac tually r e c e ive d ,  only 8 . 3 
per cent o f  the a c tual amount . Instead of f or ty - three c ount i e s  
rece iving over one p er c ent e ach of the to tal , only twenty-one 
c ountie s would r e c e ive o ver one per c ent under such a dis tr ibu­
tive sys tem . 
Examination of the number of dollars r e c e ive d pe r vehi c l e  
i n  e ach county reveals tha t  the amount s  run from $3 . 03 p e r  auto ­
mo tive vehicle i n  David son C oun ty t o  $140 . 18 i n  Van Buren C ounty , 
about forty - s ix time s a s  much a s  tha t of Davidson . Eleven c oun­
tie s r e c e ived le s s  than $10 p er vehi c le , and thir t e en coun tie s 
re c e ive d over $50 per vehi cle . 6 
From any s tudy of the above stated fac t s ,  it mus t b e  c on­
clude d that the gasoline tax di s tribution sys tem in Tenne s s e e .  
me e ts none o f  the t e s ts a s  to e qui ty o f  di s tribut ion . The mon­
i e s  are no t share d  accor ding t o  any me asure of tax pa id in by 
5 Table III , column IV . 
6 Tab l e  V .  
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TABLE V 
AMOUNTS RECEIVED FOR EACH REGISTERED AUTOMOBILE , 1940 ( a ) 
C ounty Dollars C ounty Dollar s 
Anderson $13 . 48 Hende rson $29 . 64 
Bedford 12 . 11 Henry 15 . 33 
Benton 35 . 19 Hi ckman 36 . 56 
Ble dsoe 57 . 04 Hous ton 61 ; 9 2  
Blount 9 . 21 Humphreys 35 . 12 
Bradley 9 . 21 Jackson 41 . 45 
Campbell 17 . 77 Jefferson 17 . 47 
C annon 36 . 26 John s on 38 . 16 
C arrol l  18 . 33 Knox 3 . 7 0  
. Carter 11 . 37 Lake 28 , 50 
Cheatham 30 . 9 8  Laude rdale 20 . 50 
Che s ter 33 . 14 Lawrence 19 . 69 
C la iborne 24 .91 Lewis 51 . 35 
Clay 6 8 . 03 Lincoln 15 . 19 
C o cke 20 . 35 Loudon 13 . 24 
Coffee 15 . 83 McMinn 11 . 78 
Crocke tt 24 . 35 McNairy 28 . 44 
Cumberland 33 . 26 Macort 28 . 94 
Davidson 3 . 03 Madi s on 7 . 9 6  . De catur 44 . 16 Marion 22 . 49 
Dekalb 31 . 68 Marshall 13 .96  
Di ckson 19 . 53 Maury 8 . 81 
Dye r  11 . 39 Me igs 52 . 43 
Faye tte 21 . 02 Monroe 23 . 75 
Fent re s s  51 . 19 Montgomery 11 . 90 
Frankl in 18 . 13 Mo ore 5 5 . 74 
Gib son 12 . 00 Morgan 33 . 52 
Gil e s  15 . 53 Obi on 11 . 98 
Grainger 26 .98  Overton 43 . 57 
Greene 10 . 90 Perry 74 . 80 
Grundy 47 . 5 2 Pi cke tt 121 . 00 
Hamblen 9 . 67 Polk 32 . 53 
Hamilton 4 . 01 Putnam 18 . 06 
Hancock 6 1 . 9 2 Rhe a 15 . 45 
Hardeman 29 . 81 Roane 13 . 96 
Hardin 34 . 01 Robert son 11 . 7 5 
Hawkins 18 . 84 Rutherfor d  9 . 34 
Haywo od 22 . 7 1  S c o tt 40 . 60 
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TABLE V ( onctinued ) 
AMOUNTS RECEIVED FOR EACH REG ISTERED AUTOMOBILE, 1940 ( a ) 
Co1.mty Dollars C ounty Dollars 
Sequatchie 61 . 41 Union 37 . 59 
Sevier 19 . 54 Van Buren 140 . 18 
Shelby 3 . 10 Warren 18 . 61 
Smith 22 . 70 Washington 6 . 34 
Stewart 46 . 08 Wayne 52 . 00 
Sullivan 4 . 74 Weakley 13 . 72 
Sumner 10 . 9 8  Whi te 25 . 32 
Tipton 12 . 86 Williamson 12 . 67 
Trousdale 29 . 80 Wilson 11 . 55 
Unicoi 23 . 55 
Low 3 . 03 
High 140 . 18 
Median . 21 . 02 
( a ) Thi s t�ble compiled from amo1.mt s actually re ceived 
by each co1.mty in 1940, and number of registered vehicl e s  in 
each co1.mty in 1940 . Amounts from records of Divis ion of 
Ac counts , State Department of Highways and Public Works . Reg­
i s tered vehicle s from re cords of Mo tor Vehicle , State Depart­
ment of Finance and Taxation 
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the various l oc al i t i e s  or roads ut ilized in tho s e  uni ts . They 
are not dis tributed in relation to the ne eds of the different 
un i t s . The di s tribution i s  definit e ly an arbi trary one , s e t  
up pr imarily from a politi cal viewpo int r ather than a s cien­
tific one . 
I t  has been the main purp o s e  of thi s chap ter to point 
out the a c tual effe c t s  of the pre s ent d i s tribution sys tem, and 
to calculate the varianc e from the ac tual amount s  r e c e ive d  and 
the amount s  that would have b e en re c e ived ha d  the s haring base s 
be en changed . In the f ollowing chapter, i t  shall b e  our pur­
p o s e  to p re s ent an e quitable di s tribution fo r the gas o l ine tax 
among the lo cal un i t s  in T enne s s ee . 
CHAPTER VI 
EQUITABLE GASOLINE TAX DISTRIBUTION IN TENNESSEE 
Some indication or the e quity of the gasoline tax dis­
tribution in Tennes see has been shown by the studie s pre sented 
in the preceding chapters .  The sharing was introduced and has 
grown up as a political truce ,  and thus no scientific attempt 
has been made to distribute the funds e ither to the respective 
places of t ax  incidence or to the countie s in relation to their 
needs . 
Before any plan for revi sion of the tax di stribution 
system in Tenne s see is ma de ,  it is ne ces sary that the inequity 
in the ' present s truc ture be thoroughly analy�ed and evaluated. 
In Chapter III, this study attempted to pr esent the alternative 
me thods of dis tribution that have been brought forward and put 
in use in the various states . Of course , conditions peculiar 
to the different s tates make di stribution problems difficult 
of s imilar solution . However,  from a s tudy of the various 
plans and a comparison wi th our pre sent one in Tennessee ,  it 
seems that some sys tem of dis tribution could be worked out to 
the advantage o f  all units concerne d .  
The present sharing system works toward more e qualized 
sharing of the revenue s than many of the othe rs cons idere d .  
Chief fault has been found in the Tenne s see  distribution in the 
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granting of such large proportionate shares to the smaller 
unit s at the expense of the larger one s . While it is gener­
ally conceded as correct  in governmental theory that the lar­
ger and more p rosperous units of government should bear part 
of the burden of support of the weaker units ,  it would s eem 
that even this pr inciple would not justify the tax sharing 
scheme in Tenne s see . The dis tribut ion cons titutes much more 
than me re equalization of highway costs between the ri cher and . 
the poorer dis tricts . As was pointed out previously, property 
tax levies for road purposes are unneces sary in the smaller 
countie s because the returned funds are adequ�te to support 
all local roads , but in the l arger units such a road tax is 
neces sary to supplement the returne d funds . As far as road 
taxation is concerned, the taxpayer in the larger communi tie s 
i s  at a disadvantage in compar ison to the taxpayers of the 
poorer units . 
In spite of thi s fac t ,  an examination of the total prop­
erty tax rates of the counti e s  of the s tate reveals that the 
tax rate s in the smaller counties  are higher than they are in 
the larger countie s .  In the ten counties having the lowest 
combine d percentage s or area and population, the average total 
tax rate in 1940 was $2 . 21 while in the ten highe st counties 
the tax rate , including that le vied for rural road. purpo ses,  
the average was $1 . 67 . Thi s show s that the property tax payer 
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in the smaller units of the s tate is  forced to bear a much 
greater tax burden than the taxpayer in the l arger counties . 
This fact may justify to a certain extent the proportionately 
larger shares given the smaller countie s .  The whole que stion 
revolves  around the controversy as to whether equalization of 
opportuni tie s of all governmental functions is  desired as the 
result of the shared gasoline tax, or merely the equalization 
of the co sts  of highway facilities alone . If the shared funds 
were re turned to the general funds of the countie s ,  probably 
the pre sent sharing setup would go a long way toward meeting 
the de s ired goal of equalized opportunity . 
The reason that the smaller units must  receive la rger 
grant s for the support of comparative functions seems to lie 
in the ineffici ency of the small units as adminis trative 
agencies . Functions that could be more ea sily and economically 
carried out by larger agencies  mus t  be carried on in the sep­
arate jurisdi ctions , thus making for a higher unit cost of 
operation . 
But even i f  we accept the above argument a s  a jus tifi ­
cation for the distribution of the gasoline tax in Tennessee  
according to  the formula now used, it mus t  be  accepted that 
such sharing serve s  to some extent to perpetuate the marginal 
and submarginal units within this state . 
Ac cording to traditional theorie s  of highway financing, 
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however, such a jus tification canno t be accepted as sound . 
If the funds are to be earmarked for highway purpose s ,  they 
should be re turned to the local unit s according to the tests 
of highway needs and no t needs of funds for relief of general 
property taxation . A change must be effe cted in some way be ­
fore any equi table system can be introduced.  Just what system 
of dis tribution would be applicable to Tennessee condi tions? 
Fir st  of al l ,  as was proved in the last chapter,  elimination 
of the equal sharing of half the revenue , and the sharing of 
all the returne d monie s according to relative populati ons and 
areas of the countie s would make for a much more equitable 
dis tribution . 
If th e purpo s e  of the ga soline grant-in-aid is to be 
the equal ization of highway opportunities  among the counties 
of the state , several separate elemen ts would ne ce ssarily 
have to enter into the dis tribution ba si s .  The relative needs 
of the counti es fo r road fa cilities will ha ve to be taken into 
consideration . The factors bes t  determining such needs would 
be area, population, amount and character of traffic served, 
and cost of road construction, as determined by the topograph­
ical feature s and road cparacter . The best measure of need 
probably is the mileage of those roads upon whi ch the monie s  
are to be expended,  and the relative traffic densities upon 
these roads . The mileage of rural roads can be easily used as 
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a base,  but traffic densities upon the se roads canriot be so 
eas ily de termined .  Howe ver, the traffic survey s tarted in 
1936 attempted to measure the flow of traffic on every mile 
of roa d within the s tate . The re sul ts of this survey should 
show and p ro vide an ade quate bas is upon which to base tax 
share s .  The difficulty in the us e of traffic flow as any ba se 
for tax shar ing is  the incons tancy of the traffi c flows and 
the tremendous cos ts  involved in the measur emen t of traffic 
flow . 
If the ob j ective of the tax sharing scheme is  to re turn 
the tax to the counties according to the relative amounts of 
gasoline con sumed in tho se countie s ,  po s s ibly the be st  mea sure 
would be the number of mo tor vehicle s regi stered in each county . 
Population al so serve s  to me asure thi s to a certain extent . 
If the gasoline tax moni es are returned to finance an 
integrated sys tem of comparable lo cal roads throughout the 
s tate ,  then one o f  the best  ways in whi ch the funds could be 
admini stered would be by a central planning agency which would 
pay no attenti on whatsoever to county boundarie s .  This would 
entail a gre at degree of state control and p o s s ibly complete 
s tate supervis ion of the cons truc tion and maintenance of all 
lo cal roads , as is the case in several s tates . Such a step, 
however, would involve tremendous expans ion of the exis ting 
s tate highway department . 
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The adoption of such a system of overall s tate control 
would mean tha t the central agency could p robably not function 
efficiently for the first  few years on the amounts o f  funds 
now returned to the counties for road purposes  due to certain 
statewide standards which would be set up . Traditional inde-
pendence of the county governments , and the tendency of certain 
political groups to shy away from anything that aims at increased 
centrali zation of governmental functions , would p robably make 
enactment of such legislation allowing the s tate authorities  
full control of all roads very difficult if not impossible . 
I t  is difficult to see how any def ini te purpo se or ob ­
jective of the gasoline t ax distribution in thi s s tate can be 
agreed upon . It seems tha t ,  insofar as po ss ible ,  the counties 
of the state should be allocated a s  much of the gasoline tax 
funds as they can best admini ster on an equal basis  with all 
the o ther countie s .  Mr .  Blakey states that,  the decision as 
to what these shares shall be will have to be made by the dem-
ocratic p�oce s s ,  which involves education, consideration, de­
bate , and compromi se . 1 No doubt, whatever system is  put into 
effect in Tennes see ,  it must involve some sort of compromise 
between the larger and the smaller countie s .  
1 Roy G .  Blakey, 11Wha t to Share , How to Share ,  and How 
Much, " Proceedings of the National Tax As soc iation, 1938, 
p .  348 . 
- -
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It  is pos s ible that no equitable di stribution can be 
reached in the dis tribution of these funds if the allocations 
are made on any rigid basis . Changing conditions from year to 
year make yearly changes of · the sharing base ne cessary for com­
ple te equity in dis tribution . If this should be the case , some 
central agency, the state highway department,  could p o ssibly 
s e t  up a different sharing scheme each ye ar and still allow the 
county authorities to expend the funds as they see fit upon the 
roads within the respe ctive countie s .  If such a plan were a­
dopted, the state highway department could from its work on the 
main roads in each county determine the needs of each county for 
rural road finance s  and from information gathered in this re spec t  
and through comprehensive surveys o f  traffic flow, road condi­
tions , e tc . ,  be in a relatively good position to allocate por­
tions of these  returned funds to the various countie s .  Such a 
plan would achieve much of the advantage of complete state con­
trol and also would allow the county authorities to continue to 
expend the �ds . 
The difficulty again lies in the unlikelihood of enact­
ment of such plans . At the pre sent time the smaller countie s 
are seemingly enj oying the advantage over the larger countie s 
in the return of gasoline tax shares . It is no t l ikely that 
they will relinquiSh this  advantage wi thout a battle . Only 
through concerted action on the part of all those  benefiting 
from a changed allocation sys tem can a revision of the distributive 
93 
sys tem be brought about . It is very likely that full s tate 
contro l and supervi s ion of all local roads co uld be as easily 
put into effect as could be the allowing of the s tate highway 
departmen t to allocate the funds to the countie s .  
Seemingly , the be st  chance for change lies in the adop-. 
tion of one o f  the more simple sys tems of di s tribut ion . The 
larger uni ts are in no position to de termine exac tly what sys­
tem of dis tr ibut ion they should have , and complete e quity of 
di s tribut ion is not to be expe cted as long as the power to s e t  
up the ba sis of allo cati on is in the hands o f  a pol itical body . 
If i t  has been proven that the larger counties are now no t re-
ce iving equi table shares of the to tal di s tributed funds , the 
repre sentative s of the se counties mus t  be ready and willing to 
adopt any of the sy stems mentioned that would be at all accept­
ab le to the smal ler counties and to  for ce it s adoption . 
Adoption of a di stribution scheme with the number of 
mo tor vehi cle s regi stered in each county as a base would never 
be accepted ' since it,  more than any o ther , s erve s to accentuate 
the range between the high and low points . If the rural roads 
basis could be effe cted to include some me asure of traffic flow,  
such a basis wo uld pos sibly come nearer adoption . 
The mo st likely po s s ibil ity for any change , howe ver, 
lies in the re turn to the basis of 1929 -1931 , area and popula­
tion alone , excluding the e qual sharing of the one cent . Thi s 
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change would benefit the larger countie s greatly, and would be 
accepted much more readily by the l egislative bodie s  than would 
be any comple tely new s cheme . 
In spi te of the above mentioned statements as  to the dif­
ficultie s concerning the practical establi shment of any com­
ple tely equitable basis for di stribution o f  �asoline tax monie s ,  
defini te recommendations can b e  made and set up a s  a final goal 
to be aimed at in the di stribution of such funds . From thi s  
study based entirely upon completely unbiased data and a thor­
ough ana lysis  of the whole problem the following recommenda­
tions are made : 
1 .  The power to set the bas is upon which the gasoline 
tax funds shall be di stributed should be placed in a central 
body equipped with a thorough. knowledge of the whole highway 
problem. Thi s body might be either the officials of the State 
Highway Department or some o ther body appointed by the Governor 
on the bas i s  of their qualifications and knowle dge o f  highway 
problems . 
2 .  This body should be required . to set the distributive 
basis  on some defini te sharing plan rather than me rely allocat­
ing certain portions of funds to the respective countie s .  The se 
plans should be set up on one or two ye ar bases  and should not 
be subject to change within tha t time . 
3 .  The central agency in selec ting the allocation basis  
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should primarily consider the ne eds of the counties for the 
rural road monie s . Determination of the se  needs should be 
based upon mileage of roads upon which the se funds are to be 
expended, character of road needed as determined by topograph­
ical feature s ,  etc . ,  traffic flow upon these roads , and reg­
i s tered vehi cle s within the area of jurisdiction . 
4 .  The county authori ties should continue to have the 
power to expend the returned funds or to dir ect the State High­
way Department to expend the funds . 
CHAPTER VII 
THE C ITY CONSIDERED AS A SHARING UNIT 
So far in the course  of this study , we have considered 
only the counties  of the s tate as sharing units . In Tennessee ,  
the gasoline tax is  shared among the n inety-five counties only, 
and the cities and towns of the state get no part  of it . Many 
of the s tate s share their re turned highway funds wi th both the 
cities  and countie s ;  and in some ,  the municipalities even re­
ceive more than do the counties . 
Illinoi s  allots equal share s of the gasoline tax to the 
municipalities and the countie s ,  33 1/3 per cent to each. In 
the maj ority of the states that share the tax wi th the munici­
pal units , the cities  are alloted a share of the highway revenues 
le ss  than that share alloted to the countie s .  In 1939 , $46 , .446 , 
000 was allocated to the citie s of the country as compared with 
the $343 , 882, 000 allocated for county highway purpo ses . 1 Most  
of  the states usually allocate to  the counties approximately 
double the amount given to the municipalities . Nebraska allo­
cates 20 per cent to the counties and 10 per cent to the citie s ,  
towns , and village s .  Some s tates return a designated sum to 
. the citie s ;  Indiana returns two million dollars to the cit ie s ,  
1 Public Roads , 21 : 174, November 1940 . 
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and one-third of the remainder of the gasoline tax to the coun­
ties . Maryland share s its funds with the city of Baltimore 
alone . 
The counties in Tennes see use the shared gasoline tax 
money on those  rural ru ads outside the municipal limits within 
the counties . The State Department of Highways and Public Works 
expends its funds on the construction of primary routes ,  but 
only in those smaller towns which lie along a main s tate road, 
doe s  the department pay the full cost of construction of primary 
route s .  In the larger · cities of the s tate , the State Department 
constructs only the highways outside the city limits ; however ,  
the state does  generally contribute to the cost  o f  those " through" 
s treets within the municipal limits . Of course , that part of 
any incorporate d municipality ' s  streets that are not on state 
thoroughfares mus t  be financed, construc ted and maintained solely 
by the inhabitants of that municipality . And, s ince in Tenne s see 
the lo cal units are not empowered to le vy spe cial taxes on high­
way users ,  the revenue s for thi s purpose must come mainly from 
the general property tax . 
The way in which this scheme works out make s for quite 
an impo sition upon the city dweller . Burdened by the extra prop­
erty tax needed for stree t financing, he must  also pay a gasoline 
and motor vehicle registration tax equal to that paid by the 
rural dweller . Thus , the problem in highway financing between 
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the county and municipal g�vernments i s  the same that exists  
in the educat ional , health, and other fields . The traditional 
relationship be tween the county and municipal governments i s  
such that in tho se counties  that have reasonably large urban 
populations , the taxpayers of the municipality are forced to 
bear the main burden of county highway facilitie s as well as 
the whole burden of a separate city system .  
The resident s o f  the cities  o f  the state pay proportion­
ate share s  of the gasoline tax with the rural resident ; ye t, all 
the gasoline tax is either spent by the state department for 
cons truction and maintenance of primary route s ,  placed in the 
funds for the repayment of state and county bonds , or is re ­
turned to the county governments for use on those roads outs ide 
the city· limits . That highway users should be charged in ac cord­
ance with utilization of highway facilities i s  the generally ac­
cepted theory upon which the gasoline tax and regis tration fees 
are e s tablishe d .  But this doe s  not work in the sharing the 
gasoline tax among the countie s alone . The only time that the 
city re sidents get a chance to utilize the roads for whi ch they 
pay is  when they decide to travel through the rural haunts on 
holidays or vacations . Many of the automobile s registered in 
citie s and towns never go beyond the city limits and utilize 
only city stree ts . Commercial vehicles ,  delivery trucks ,  and 
bus ses  generally operate solely upon primary route s and ci ty 
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s treets  and never upon tho s e  for which the two- cent fund is 
re turne d .  
Looking at the situation from this  angle ,  i t  seems that 
tax sharing among counties exclus ive of any dis tr ibution among 
the municipal ities is comple tely ine qui table . But tha t is  no t 
the whole story, for the re is considerable justificat ion for 
requiring city dwellers to support lo cal roads in the rural di s -
tric ts . The whole argument revolve s around the fact  that the 
municipalitie s derive their exi s tence from the surrounding areas 
and are ,  in fa ct,  really parts of the rural areas . This is more 
nearly true in Tennes s ee than in many othe r s tate s ,  for Tenne ss ee 
is primarily an agricul tural state and the greates t  numb er of 
the towns do practically live off the trading hinterland of the 
adjacent rural farming districts . One side of the controversy 
is  aptly expre s sed as follows : 
In terms of community intere s t ,  it means tha t the 
city auto owner expe cts to ride with comfort and speed 
over what were formerly country ro ads . The countryman 
drive s mile s to the larger towns or ci tie s to purchase 
commodit ie s whi ch formerly were se cured from country 
store s .  The me rchant finds the po ssibilities of his 
marke t limited by the poverty of people or by the poor 
roads of sec tions with which his pr ede ces sor of a quarter 
of a cent�y ago would no t have troubled himself in the 
slighte st . 
2 H .  H .  Chapman, "Dis tribution of Tax Monie s  to Lo cal 
Governmental Unit s , " University of Alabama Busine s s  News , 
Bureau of Bu sine s s  Re search, School of Commerce and Busine s s  
Admini s tration, Univer sity of Alabama . 5 : 1 ,  July 1935 . 
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When one considers t�e theory of economic support of 
the municipalities by the rural areas as determining equity 
of highway tax sharing, the problem immediately become s more 
complicated . Consideration of such a theory, of course ,  rep­
re sents a breakaway from the traditional concept of the doctrine 
that the road user should pay dire ctly for the roads utilized.  
According to this  theory, the city stree ts should be 
paid for out of the general fund of the city be cause of " the 
general good afforded people in all walks of life , and partic­
ularly to the mercantile and other busines s  interests in the 
county seats and smaller towns , who profit exceedingly by the 
increased travel .
" 3 
Thus , the two side s  to th� argument as to the inclusion 
of the city or town as a sharing unit have been presented . From 
an unbiased viewpo int based upon an analysis of conditions pe-
culiar to Tennessee  alone , it  seems that if some inclusion of 
the few big cities were effected, continuation of sharing among 
the counties alone would best serve the general intere st of the 
s tate . The four large citie s ,  Memphis ,  Nashville , Chattanooga, 
and Knoxville , and possibly three or four other larger towns , 
should certainly receive a portion of the returned gasoline tax 
funds for use on city streets . However , those county seat 
3 Frank E .  Packard, Proceedings of the National Tax 
Association, 1934, p .  304 . 
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towns of from one to ten thousand inhabi tants do exist  prin­
cipally from the trade of the farming dis tricts and the in­
habitants of these towns usually travel the rural roads enough 
to warrant the funds being used on the county roads alone . 
There has been much agitation in Tennes see during the 
last two years for the inclusion of the municipalities as shar­
ing participants in the gasoline tax fund. The movement ba s  
gained centrali zed support from the o rganization known as the 
Tenne ssee  Municipal League . This organization has made exten­
sive studie s of the tax sharing devices used in the different 
state s and has fostered legislation in thi s state . 
In 1941, three  separate proposal s whereby the munici­
palitie s of the s tate would participate in the shared gasoline 
tax, w ere proposed as possib le me asure s ,  but all failed to 
materialize or even come close  to pa�sage . Strong oppo sition 
to the me asure s  was mus tered by the Association of County Judge s  
of the state , who naturally do not favor any measure which would 
in any way le ssen or limit the amount of funds returned to the 
county governments .  
The first  me asure was entitled " An  Act To Provide S tate 
Aid Funds For County Highways and Munic ipal Streets  And The 
Manner And Methods Of Disbursement Thereof ; And To Repeal 
Chapter 45 Of The Public Acts Of The General As sembly Of The 
S tate Qf Tennessee  For The Year 1931, Entitled ' An  Act To 
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Provide S tate Aid Funds For C oun ty Highways And The Manner 
And Mode Of Di sburs ement Thereof ' . " 
Thi s bill provided that of the two cent to tal gasoline 
grant to the l o cal units of the s tate , · the muni c ipali t ie s  of 
the s tate should r e c e ive one-half cent ( i ) and the countie s 
one and one-half cent . The one-half cent provided was to be 
set aside as a " Municipal Aid Fund , " and was to be separa t e  
and apar t  from tha t fund re turned to the countie s .  The county 
re turne d fund of one and one -half cents per gallon was to b e  
di s tribut ed i n  the same manner a s  i s  now in pr actic e ,  making 
thr ee-four ths of a cent dis tributed e qually and thre e -fourths 
of a cent di s tributed ac cording to relative areas and population .  
The one -half cent allocated to the citie s ,  howe ver ,  was to b e  
divide d  differently . 
S e c tion 4 .  Be I t  Fui' ther Enacted, that said "Muni c ­
ipal Aid Fund s "  s o  der ive d from the one -half c ent < isi> 
gasoline privilege tax, shall b e  dis tributed and di­
vid e d  by the S tate Highway Departme nt to the various 
muni c ipali tie s of the s tate as f o l lows : 
One half of said fund shall be dis tribut e d  among 
the various muni c ipal i t i e s  of the s tate on the ba s i s  
of population o f  the mo s t  re cent Federal C ensus , and 
the remaining one -half (i )  shall b e  di s tributed among 
the vari6us muni c ipal itie s of the s tate on the basis 
that the mil eage of s tr e e t s  which form a par t of the 
numb ered s tate highway sys tem in each muni c ipality 
bear s  to the to tal mileage of s treets which fo rm a 
part of numbered s tate highway s  sys tem in all the 
muni c ipal itie s  o f  the s tate . 4 
4 Bill pr�pared by the Tenne s s e e  Muni c ipal League . 
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The bill also provided that the municipali tie s could dire ct 
the State Department to  expend their £unds in much the same 
manner tha t the countie s are now empowered to do . 
Thi s bill wa s me rely a propo sal and was never really 
pr esented to the le gislature . However,  another s cheme was 
propo sed �d put rorward by that group de siring munic ipal shar-
ing .  
The new propo sal was di££erent in that i t  set aside no 
separate fund £or allo cation to munic ipal itie s ,  but s tated that 
the municipalitie s in ea ch county should rece ive twenty -rive 
per c ent. or the county £und £or use on stree ts provided that 
the population or the towns in tha t county rumounted to one ­
fourth that or the county as a whole .  I£ the popul at ion di d 
not amount to one -rourth or the county to tal , the municipal 
go vernments were to re ceive that portion amoun·ting. to the same 
perc entage or the total as the population of the towns bear to 
the total or the county . 
Tha t or the county allotment ror each county, there 
shall be di s tributed among the muni cipalitie s in each 
county , 25 per cent or the monies allocated to each 
county, Provided Further , Tha t in counties wherein 
less than 25 per cent or the total county population, 
according to the mo st recent Federal Census , re s ide 
within municipalitie s ,  there shall be allo cated to 
the municipal ities within any such county, the pro ­
portion o f  the county allotment ror such county that 
the populat ion , according to the mo st  recent Federal 
C ensus, or the municipalities in such county bear s 
to the to tal population, ac cording to the mo s t  recent 
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Federal Census , of such county . S 
The fund returned to . the municipal governments in each 
county was to be divided by the different towns according to 
population and was to be used solely upon city stree ts . A 
study was made to  · illus trate the effects of thi s system, if 
adopted, upon gasoline tax distribution in Tenne s see . A table 
prepared by the Gasoline Tax Committee of the Tennes s ee Muni­
cipal League shows the relative populations of rural and urban 
areas in each county, the actual amounts received by the coun­
tie s  in 1940 , and amounts as they would have been rece ived 
according to this plan . 6 
Even thi s elaborately planned s cheme did not find ac­
ceptance in the le gislature . It  did not get past the fir st  
reading in the assembly . As a las t re sort , the proponent s of 
the two above measures devised still another plan whi ch they 
thought would be more readily acceptable to tho se rigid ad-
herents of the old system and who were reluctant to give up 
any part of the countie s '  gasoline tax aid funds . 
The bill was introduc ed as Senate Bill , Number 579 , by 
Senator Dossett  and as  House  Bill, Number 781, by Representa­
tive Doak . As amended, it sets up six definite provi sions 
5 Tenne s see Municipal League , Report of the Gas Tax 
C ommittee ,  January 23 , 1941 . Prepared by Mr . W .  H .  Newell, 
Executive Secretary . 
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'rABLE VI 
CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON 
C OUNTIES AND MUNICIPALITIES . RETURN OF i.¢' PER GALLON TO TOWN, BUT NOT TO 
EXCEED THE PER CAPITA RETURN OF THE C OUNTY IN WHICH IT IS LOCATED! 
C ounty and towns 1940 1940 Re turn of two Percentage County Towns 
!I 
Population Population cent gas tax 
,f{ 
rural and July 1,  19:39 population gJ gJ 
urban to June 30, 
Column number { 1 )  ( 3 )  1940 ( 5 )  ( 6 )  ( 7 )  
( 4 )  El 
ANDERSON 26, 504 22, 223 $50, 133 83 . 8  $42 , 011 
Cl inton 2 , 761 
Lake C ity 1, 520 4, 281 16 . 2  $8, 122 
BEDFORD 23, 151 15, 544 56, 460 67 . 1  42, 345 
Bell Buckle 355 
Normandy 163 
Shelbyville 6 , 537 
War trac e  552 7 , 607 32 . 9  14, 115 
BENTON 11, 976 10, 383 49 , 441 86 . 7 ·  42, 865 
Big Sandy 601 
Camden 992 1, 593 13 . 3  6, 576 
BLEDSOE 8,358 7 , 599 45 , 176 90 . 9  41 , 065 
Pikevil l e  759 759 9 . 1 4, 111 
BLOUNT 41, 116 29 , 998 65, 047 72 . 9  48, 785 
Alcoa 5, 131 
Maryvil l e  5 , 609 




TABLE VI ( continued ) 
CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON 
COUNTIES AND MUNICIPALITIES . RETURN OF i¢' PER GALLON TO TOWN, BUT NOT TO 
EXCEED THE PER CAPITA RETURN OF THE COUNTY IN WHICH IT IS LOCATED1 
County and towns 1940 1940 Return of two Percentage County Towns 
Population Population cent gas tax 
!Y . y rural and July 1 ,  1939 population y y 
urban to June 30, 
Column number ( 1 ) ( 2 ) ( 3 )  1940 ( 5 ) ( 6 ) ( 7 ) 
( 4 ) !v' 
BRADLEY 28 , 498 17 , 147 $51 , 576 60 . 2  $38 , 682 
Cleveland 11 , 351 11 , 351 39 . 8  $12 , 894 
CAMPBELL 31, 131 25, 540 57 , 657 92 . 0  53, 044 
Jellico 1 , 581 
La Folle tte 4 , 010 5 , 591 8 . 0  4 , 613 
CANNON 9 , 880 9 , 217 42 , 097 93 . 3  39 , 277 
Woodbury 663 663 6 . 7 2 , 820 
CARROLL 25, 978 20, 575 6 2 , 525 79 . 9  49 , 957 
Bruceton 1 , 003 
Hollow Ro ck 422 
Huntingdon 1 , 432 
McKenzie 2 , 019 
Tre zevant 527 5 , 403 20 . 1  12 , 568 
CAR 'PER 35 , 127 2 6 , 350 55, 440 75 . 0  41 , 580 
Elizabe thton 8, 516 




TABLE VI ( continued ) 
CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON 
COUNTIES AND MUNIC IPALITIES . RETURN OF i¢' PER GALLON TO TOWN, BUT NOl TO 
EXCEED THE PER CAPITA RETURN OF THE COUNTY IN WH ICH IT IS LOCATED . 
County and towns 1940 1940 Re turn or two Percentage County Towns 
Population Population cent gas tax 
y y y y rural and Jul:y 1 ,  1939 population 
urban to June 30, 
Column number ( 1 ) ( 2 ) ( 3 )  1940 ( 5 )  ( 6 ) ( 7 ) 
( 4 ) El 
CHEATHAM. 9 , 928 8 , 971 $43 , 611 90 . 4  $39 , 424 
Ashland City 957 957 9 . 6 $ 4 , 187 
CHESTER 11 , 124 9 , 353 44 , 437 84 . 1  37 , 372 
Henderson 1 , 771 1 , 771 15 . 9  7 , 065 
CLAIBORNE 24, 657 24 , 248 56 , 642 98 . 3  �5, 679 
Cumberland Gap 409 409 1 . 7 963 
CLAY 10, 904 10, 040 41, 974 9 2 . 1  38, 658 
Celina 864 864 7 . 9 3 , 316 
COCKE 24 , 083 20, 409 53 , 980 84 . 8  45 , 775 
Parrottsville 99 
Newport 3, 575 3, 674 15 . 2  8, 205 
COFFEE 18 , 959 12 , 69 5 51 , 913 67 . 0  38, 935 
Manches ter 1, 715 




TABLE VI ( continued )  
CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON 
COUNTIES AND MUNIC IPALITIES . RETURN OF t¢ PER GALLON TO TOVJN, BUT NOT TO 
EXCEED THE PER CAPITA RETURN OF THE COUNTY IN WHICH IT IS LOCATEDl 
County and towns 1940 1940 Re turn of two Percentage County Towns 
y 
Fopulation Population cent gas tax 
y rural and July 1 ,  1939 population El El 
urban to June 30, 
Column number ( 1 ) ( 2 ) ( 3 ) 1940 ( 5 ) ( 6 ) ( 7 ) 
( 4 ) El 
CROCKETT · 17 , 330 14, 276 $46 , 450 82 . 4  $38, 275 
Alamo 1 , 137 
Bells 1 , 054 
Friendship 45 1 
Maury C ity 412 3 , 054 17 . 6  $8 , 175 
CUMBERLAND 15 , 592 13 , 903- 56 , 051 89 . 2  48 , 997 
Cro s svil).e 1 , 511 
Pleasant Hill 178 1 , 689 10 . 8  6 , 054 
DAVIDSON 257 , 267 87 , 804 161, 435 34 . 1  121, 076 
Belle Meade 2 , 061 
Nashville 167, 402 169 , 463 65 . 9  40 , 359 
DECATUR 10 , 261 8 , 749 43, 361 85 . 3  36 , 900 
Decaturville 433 
Parsons 1 , 079 1 , 512 14 . 7  6 , 461 
DE KALE 14, 588 13 , 281 46 , 251 91 . 0  42 , 068 
Alexandria 388 ....... 0 
Smi thville 919 1, 307 9 . 0 4, 163 (l) 
TABLE VI ( continued )  
CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON 
COUNTIES AND MUNICIPALITIES . RETURN OF �¢' PER GALLON TO TOWN, BUT N01 TO 
EXCEED THE PER CAPITA RETURN OF THE COUNTY IN WHICH IT IS LOCATED 
County and towns 1940 1940 Return or two Percentage County Towns 
y 
Population Population cent gas tax 
J:! � rural and July 1 ,  1939 population J:! 
urban to June 30,  
Column number ( 1 )  . ( 2 )  . ( 3 )  1940 ( 5 )  ( 6 )  ( 7 )  
( 4 )  £I 
DICKSON 19 , 718 14 , 852 $56 , 258 75 . 3  $42, 194 
Charlotte 470 
Dickson 3, 504 
Slayden 164 
White Blurt 522 
Vanleer 206 4 , 866 24 . 7  $14, 064 
DYER 34, 920 22 , 383 61 , 381 64 . 1  46 , 036 
Dyersburg 10, 034 
Newbern 1, 740 
Trimble 763 12 , 537 35 . 9  15 , 345 
FAYETTE 30, 322 27 , 759 63, 929 91 . 5  58, 495 
La Grange 243 
Mos cow 309 
Oakland 251 
Ro s sville 190 
Somerville 1, 570 2 , 563 8 . 5 5 , 434 
FENTRESS 14, 262 13, 032 50, 317 91 . 4  . 45 , 990  




TABLE VI ( c ontinued ) 
CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, 
'
UPON 
C OUNT IES AND MUNIC IPALITIES . RETURN OF i� PER GALLON TO TOWN , BUT NOT TO 
EXCEED THE PER CAPITA RETURN OF THE C OUNTY IN WHI CH IT IS LOCATED! 
C ounty and t owns 1940 1940 Re turn of two Perc entage C ounty Towns 
!I 
Population Population c ent gas tax 
y y' rural and July 1,  1939 population y 
urban to June 30, 
C o lumn numb er ( 1 )  ( 2 )  ( 3 )  1940 ( 5 )  ( 6 )  ( 7 )  
( 4 )  ]2/ 
FRANKLIN 23, 892 18, 500 $58 , 829 77 . 4  $45 , 534 
C owan 1, 461 
De cherd 868 
Huntland 303 
Winche s ter 2 , 760 5 , 392 22 . 6  $13 , 295 
G I BSON 44, 835 29 , 165 73 , 603 65 . 0  55, 202 
Bradf'ord 612 
Dyer 1, 185 
Gib s on 284 
Humboldt 5, 160 
Kenton 809 
Medina 3 , 035 
Rutherford · 771 
Trenton 3, 400 15 , 670 35 . 0  18 , 401 
G ILES 29 , 240 23, 552 63, 799 80 . 5  51, 358 
Lynnvi lle 374 
Pulaski 5 , 314 5 , 688 ......, 19 . 5  12, 441 ......, 
0 
GRAINGER 14, 356 14, 356 45 , 352 100 . 0  45 , 352 
None 
TABLE VI ( continued ) 
CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON 
C OUNTIES AND MUNICIPALITIES . RETURN OF �,: PER GALLON TO TOWN, BUT NO:f TO 
EXCEED THE PER CAPITA RETURN OF THE COUNTY IN WHICH IT IS LOCATED 
County and towns 1940 1940 Return of two Percentage County Towns 
· !Y  
Population Population cent gas tax 
!Y' rural and July 1 ,  1939 popula tion 21 21 
urban to June 30, 
Column number ( 1 )  ( 2 )  ( 3 )  1940 ( 5 )  ( 6 )  ( 7 )  
( 4 )  .21 
GREENE 39 , 405 32, 295 $67 , 008 82 . 0  $54, 947 
Baileyton 229 
Greeneville 6 , 784 
Rhea town 97 7 , 110 18 . 0  $12 , 061 
GRUNDY 11, 552 10, 086 46, 002 87 . 3  40, 160 
Altamont 238 
Palmer 1, 228 1 , 466  12 . 7  5 , 842 
HAMBLEN 18 , 611 10, 561 42 , 502 56 . 7  31, 877 
Morris town 8 , 050 8 , 050 43 . 3  10, 626 
HAMILTON 180, 478 46 , 080 130, 502 25 . 5  97, 876 
Chattanooga 128 , 163 
East Ridge 2 , 939 
Lookout Mountain 1, 545 
Signal Mountain 1 , 308 ...... ...... 
Ridges ide 443 134, 398 74 . 5  32, 626 ...... 
r TABLE VI ( co�tinued )  
CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON 
COUNTIES AND IlUNICIPALITIES . RETURN OF �t PER GALLON TO TOvVN, BUT NOl TO 
EXCEED THE PER CAPITA RETURN OF THE COUN� IN WHICH IT IS LOCATED 
County and towns 1940 194:0 Return of two Percentage County Towns 
y 
Population Population cent gas tax 
y rural and July 1 ,  1939 population y y 
urban to June 30, 
Column number ( 1 )  ( 2 )  ( 3 )  1940 ( 5 )  ( 6 )  ( 7 )  
( 4 )  y 
HANCOCK 11, 231 11 , 231 $41, 174 100 . 0  $41, 174 
None 
HARDIDflAN 23 , 590 19 ; 485 63, 023 82 . 6  52, 057 
Bolivar 1 , 314 
Grand June tion 560 
Hornsby 207 




Whiteville 796 4, 105 17 . 4  $10, 966 
HARDIN 17 , 806 16, 302 56, 160 91 . 6  51 , 443 
Savannah 1 , 504 1 , 504 8 . 4  4 , 717 
HAWKINS 28, 523 26 , 505 56, 998 92 . 9  52 , 951 
Rogersville 2, 018 2 , 018 7 . 1  4 , 047 ....... ....... 
HAYWOOD 27 �6�9 23 , 187 58 , 861 83 . 7  48, 267 ro 
TABLE VI ( continued )  
CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON 
COUNTIES AhlD MUNICIPALITIES . RETURN OF �� PER GALLON TO TOWN, BUT NOT TO 
EXCEED THE PER CAPITA RETURN OF THE COUNTY IN WHICH IT IS LOCATEDI 
County and towns 1940 1940 Return of two Percentage County Towns 
!I 
Population Population cent gas tax 
y y !I rural and July 1, 1939 population 
urban to June 30, 
Column number ( 1 )  ( 2 )  ( 3 )  19 40 ( 5 )  ( 6 )  ( 7 )  
( 4 )  y 
Brownsville 4, 012 
S tanton 500 4 , 512 16 . 3  $9 , 594 
HENDERSON 19 , 220 16 , 694 $55 , 398 86 . 9  $48 , 141 
Lexington 2 , 526 2, 526 13 . 1  7 , 257 
HENRY 25, 877 18 , 710 62 , 9 10 72 . 3  47 , 183 
Cottage Grove 172 
Henry 232 
Paris 6 , 395 
Puryear 368 7 , 167 27 .7  15 , 727 
HICKMAN 14, 873 13 , 110 54, 404 88 . 1  47 , 930 
C enterville 1 , 030 
Wrigley 733 1, 763 11 .9  6 , 474 
HOUSTON 6 , 432 5 , 527 38 , 016 98 . 6 37 , 4�4 
Erin 905 905 1 . 4  532 




TABLE VI . ( continued ) 
CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON 
COUNTIES AND MUNICIPALITIES . RETURN OF �¢' PER GALLON TO TOWN, BUT NOT TO 
EXCEED THE PER CAPITA RETURN OF THE COUNTY IN WHICH IT IS LOCATEDl 
County and towns 1940 1940 Return of two Percent�ge County Tovms 
!I 
Population Population cent gas tax 
y rural and July 1,  1939 population y y ·  
urban to June 30 , 
Column number { 1 ) · { 2 )  ( 3 )  1940 ( 5 )  { 6 )  ( 7 )  
( 4 ) " El 
McEwin 617 
Waverly 1, 318 1 , 935 15 . 6  $7 , 752 
JACKSON 15 , 082 14 , 411 $45 , 599 95 . 6  $43 , 593 
Gaine sboro 671 671 4 . 4  2 , 006 
JEFFERSON 18, 621 15 , 060 58, 211 80 . 9  47 , 093 
' Dandridge 488 
Jefferson City 2, 576 
Whi te Pine 497 3 , 561 19 . 1  11, 118 
JOHNSON 12, 998 11 , 369 44 , 652 87 . 5  39 , 070 
Butler 608 
Mountain City 1 , 021 1 , 629 12 . 5  5 , 582 
KNOX 178, 468 66 , 888 126 , 342 37 . 5  94, 757 
Knoxville 111 , 580 111 , 580 62 . 5  31 , 585 
LAKE !1, 235 8, 664 38 , 133 77 . 1  29 , 401 
..... ..... 
� 
TABLE VI ( continued )  
CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON 
COUNTIES AND MUNICIPALITIES . RETURN OF �¢ PER GALLON TO TOVVN, BUT NOt TO 
EXCEED THE PER CAPITA RETURN OF THE COUNTY IN WHICH IT IS LOCATED 
County and towns 1940 1940 Return of two Percentage County Towns 
y 
Population Population cent gas tax 
!Y rural and July 1 ,  1939 popula.tion y y 
urban to June 30, 
Column number { 1 )  ( 2 )  ,( 3 )  1940 ( 5 )  ( 6 )  ( 7 )  
( 4 )  El 
Ridgely 1, 068 
Tipton ville 1 , 503 2 , 571 22 . 9  $8, 7:52 
LAUDERDALE 24, 461 19 , 368 $55 , 778 79 . 2  $44, 176 
Gates 383 
Halls 1 , 511 
Henning 415 
Ripley 2, 784 5 , 093 20 . 8  11, 602 
LAWRENCE 28, 726 24 , 9 19 62, 599 86 . 7  54, 273 
Lawrenceburg 3, 807 3 , 807 13 . 3  8 , 326 
LEWIS 5 , 849 4, 448 40, 771 76 . 0  30, 986 
Gordonsburg 315 
Hohenwald 1 , 086 1 , 401 24 . 0  9 , 785 
LINCOLN 27 , 214 21, 949 61, 109 60 . 7  49 , 315 
Fayetteville 4, 684 ...... 
Petersburg 581 5 , 265 19 . 3  ...... 11, 794 0'1 
TABLE VI ( continued )  
CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE SPONS ORED GASOLINE TAX RETURN BILL, UPON 
C OUNT IES AND MUNIC IPALITIES . RETURN OF �st PER GALLON TO TOWN , BUT NOT TO 
EXCEED THE PER CAPITA RETURN OF THE C OUNTY IN WHICH IT IS LOCATEDl 
County and towns 1,940 1940 Return of two Percentage County Towns 
y 
Population Population cent gas tax 
y rural and July 1 ,  1959 population £1 £1 
urban to June 30, 
Column number ( 1 ) ( 2 )  ( 3 )  1940 ( 5 )  ( 6 )  ( 7 )  
( 4 )  E.! 
LOUDON ' 19 , 338 12, 448 $45 , 115 62 . 7  . $33 , 836 
Lenoir City 4 , 373 
Loudon 3, 017 7 , 590 57 . 3  $11, 279 
MCMINN 50 , 781 18, 524 57 , 916 60 . 2  43, 437 
Athens 6 , 930 
Englewood . 1, 342 
Etowah 3 , 362 
Niota 625 12, 257 39 . 8  14, 479 
MC NAIRY 20, 424 18, 188 58, 267 89 . 1  51, 916 
Adamsville 719 
Bethel Springs 560 
Selmer 957 2 , 256 10 . 9  6 , 351 . 
:MAC ON . 14, 904 14, 904 45 , 256 100 . 0  45 , 256 
None 
MADISON S4_.115 29 ,.905 75,.315 54 �1 54·;986� 
...... ...... . 
(j) 
TABLE VI ( c ont inued ) 
CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON 
C OUNTIES AND MUNIC IPALITIES . RETURN OF �¢ PER GALLON TO TOWN , BUT NOt TO 
EXCEED THE PER CAPITA RETURN OF THE C OUNTY IN WHICH IT IS LOCATED 
C oun ty and town s  1940 1940 Re turn of two Perc entage County Towns 
y 
Populati on Popul a tion c ent gas tax 
!Y rural and July 1 ,  1939 p opulati on El y 
urban to June 30, 
C olumn number ( 1 )  ( 2 )  ( 3 )  1940 ( 5 )  ( 6 )  ( 7 )  
( 4 )  .PI ., 
Denmark 81 
Jacks on 24, 332 
Me don 97 24 , 510 45 . 3  $�8, 329 
MARION 19 , 140 15 , 570 $54 , 296 81 . 3  $44, 143 
S outh Pi tt sburg 2 , 285 
Orme 277 
R i chard C i ty . 1, �08 3 , 570 18 . 7  10, 153 
MARSHALL 16 , 030 11 , 714 49 , 150 73 . 1  36 , 862 
Chap e l  Hill 391 
C ornersville 343 
Lewi sburg 3, 582 4 , 316 26 . 9  12 , 288 
MAURY 40, 357 26 , 146 65 , 421 64 . 8  49 , 066 
C o lumbia 10, 579 
Mt . Pleasant 3 , 089 
Spring Hil l  543 14 , 211 35 . 2 16 , 355 
MEIGS 6 , 393 6 , 188 38, 641 96 . 8  37 , 404 
f-J 
f-J 
"'I "  
TABLE VI ( continued ) 
CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON 
COUNTIES AND MUNICIPALITIES . RETURN OF �¢ PER GALLON TO TO\VN, BUT N01 TO . 
EXCEED THE PER CAPITA RETURN OF THE COUNTY IN WHICH IT IS LOCATED 
County and towns 1940 1940 Return or two Percentage County Towns 
!Y 
Population Population cent gas tax 
!Y rural and Juiy 1 ,  1939 population El .  El 
urban to June 30, 
Column number ( 1 ) ( 2 )  ( 3 )  1940 ( 5 )  ( 6 )  ( 7 )  
( 4 )  .!?/ 
Decatur 205 205 3 . 2  $1 , 237 
. 
MONROE 24, 275 19 , 818 $60, 814 81 . 6  $49 , 624 
Madisonville 965 
Sweetwater 2, 593 
Tellico Plains 899 4, 457 18 . 4  11, 190 
MONTGOMERY 33, 346 2t , 515 61, 632 "64 . 5  46 , 224 
Clarksville 11, 831 11, 831 35 . 5  15 , 408 
MOORE 4, 093 3 , :703 35 , 396 90 . 5  32 , 033 
Lynchburg 390 . 390 9 . 5 3 , 363 
MORGAN 15 , 242 14, 342 53; 059 94 . 1  49 , 929 
Oakdale 900 900 5 . 9  3 , 130 
OBION 30, 978 18 , 336 61 , 873 59 .2 46, 405 
Hornbeak 382 
Kenton 809 




TABLE VI ( continued )  
CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON 
COUNTIES AND MUNICIPALITIES . RETURN OF i¢ PER GALLON TO TOVffi, BUT NOT TO 
EXCEED THE PER CAPITA RETURN OF THE COUNTY IN WHICH IT IS LOCATEDl 
County and towns 1940 1940 Re turn of two Percentage C ounty Towns 
Populations Population cent gas tax 
!I !I rural and July 1,  1939 population y y urban to June 30, 
Column number { 1 ) { 2 )  { 3 ) 1940 { 5 )  ( 6 )  ( 7 )  
( 4 )  y 
Rive s 481 
South Fulton 2, 050 
Troy 513 
Union City 7 , 256 12 , 642 40 . 8  $15 , 468 
OVERTON 18, 883 16 , 837 $52 , 677 89 . 2  $46 , 988 
Livingston 1 , 527 
Allons 196 " 
Hilham 254 . 
Monroe  69  2 , 046 10 . 8  5, 689 
PERRY 7 , 535 6 . 894 48, 324 91 . 5  44, 216 
Linden 641 641 8 . 5  4 , 108 
PICKETT 6 , 213 5 , 998 36, 904 96 . 5  35, 612 
Byrds town 215 215 3 . 5  1, 292 
POLK 15 , 473 14, 468 50 , 973 93 . 5  47 , 660 
Copperhill 1 , 005 1 , 005 6 . 5  3 , 313 




TABLE VI ( cont inued )  
CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON 
C OUNTIES AND MUNIC IPALITIES . RETURN OF i¢ PER GALLON TO TOWN, BUT NOT TO 
, EXCEED THE PER CAPITA RETURN OF THE C OUNTY IN WHICH IT IS LOCATED! 
C ounty and towns 1940 1940 Return of two Percentage County ToWn.s 
y 
Population Population c ent gas tax 
y rural and July 1,  1939 popula tion sf !!I 
urban to June 30, 
Column number ( 1 )  ( 2 )  ( 3 )  1940 ( 5 )  ( 6 )  ( 7 )  
( 4 )  El 
Algood 609 
Baxter 576 
Cooke ville 4, 364 
Monterey 1, 742 7, 291 27 . 8  $13 , 566 
RHEA 16, 353 12 , 068 $47 , 838 73 . 8  $35 , 878 
Dayton 1, 870 
Graysville 846 
Spring C i ty 1 , 569 4, 285 26 . 2  11, 960 
ROANE 27 , 795 16 , 459 53, 852 59 . 2  40 , 389 
Harriman 5, 620 
King s ton 880 
Ol ive Springs 885 
Rockwood 3, 981 11 , 336 40 . 8  13 , 463 
ROBERTSON 29 , 046 21, 232 58 , 237 73 . 1  43 , 678 
Gre enbrier 795 
Ridge top 351 




TABLE VI ( continued ) 
. CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON 
C OUNTIES AND MUNIC IPALITIES . RETURN OF ijy: PER GALLON TO TOWN, BUT NOT TO 
EXCEED THE PER CAPITA RETURN OF THE C OUNTY IN WHICH IT IS LOCA'l'ED1 
County and towns 1940 1940 Return of two Percentage County Towns 
!:1 
Popu1ation Population cent gas tax 
!I rur al and July 1 ,  1939 population y y 
urban to June 3 0 ,  
Column number ( 1 ) ( 2 ) ( 3 ) 1940 ( 5 ) ( 6 ) ( 7 ) 
( 4 ) El 
RUTEERFORD 33 , 604 23 , 616 $65 , 566 7 2 . 7  $49 , 175 
Murfreesboro 9 , 495 
Smyrna 493 9 , 988 27 . 3  $16 , 3 9 1  
SC OTT 15, 966 14 , 714 5 3 , 995 9 2 . 2  49 , 783 
Oneida 1 , 252 1 , 252 7 . 8  4 , 212 
SEQUATCHIE 5 , 038 4 , 317 39 , 421 85 . 7  33 , 785 
Dunlap 721 721 14 . 3  5 , 637 
SEVIER 23 , 291 22 , 130 58, 536 9 5 . 0  55 , 609 
Sevierville 1 , 161 1 , 161 5 . 0 2 , 927 
SHELBY 358 , 250 6 2 , 294 214 , 46 1  17 . 4  160, 846 
Arlington 440 
Bartlett 440 
Collierville 1, 042 
Germantown 402 
Memphis 29 2 , 942 




TABLE VI ( continued )  
CALCULAT I ONS SHOWING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON 
C OUNTIES AND MUNIC IPALITIES . RETURN OF i¢' PER GALLON TO TOWN , BUT NOT TO 
EXCEED THE PER CAPITA RETURU OF THE COUNTY IN WHICH IT I S  LOC ATEDl 
County and towns 1940 1940 Re turn of two Percentage C ounty Towns 
y 
Population Population cent ga s tax 
!Y rural and July 1,  1939 populat ion £1 sf 
urban to June 30, 
C olumn number { 1 )  ( 2 )  ( 3 )  1940 ( 5 )  ( 6 )  ( 7 )  
( 4 )  El 
SMITH 16 , 148 14, 368 $46 , 417 89 . 1  $41 , 358 
Carthage 1 , 512 
$5, 059 Gordonsville 250 1 , 762 10 . 9  
S TEWART 13, 549 13, 549 50, 275 100 . 0  50, 275 
None 
SULLIVAN 69, 085 39 , 977 69 , 538 57 . 9  52 , 153 
Bluff C i ty 700 
Bri s tol 14 , 004 
King sport 14 , 404 29 , 108 42:. 1 17 , 385 
SIDvffiER 32, 719 26 , 462 61, 827 80 . 9  50, 018 
Gallatin 4, 829 
Mi tchellvill e  216 
Portland 1, 212 6 , 257 19 . 1  11 , 809 
TIPTON 28, 036 22, 954 57 , 451 81 . 9 47 , 052 
Atoka 255 
Brighton 299 




TABLE VI ( con t inued ) 
CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE S PONSORED GASOLINE TAX RETURN BILL, UPON 
C OUNTIES AND 1ruNICIPALITIES . RETURN OF i¢ PER GALLON TO TOWN, BUT NOI TO 
EXCEED THE PER CAPITA RETURN OF THE C OUNTY IN WHICH IT IS LOCATED 
C ounty and towns 1940 1940 Re tUrn o� two Perc ent age C ounty Towns 
y 
Populat i on Populati on c en t  gas tax 
!I rural · and July 1 ,  19:59 p opulation y y 
urban to June 30, 
C o lumn number ( 1 )  ( 2 )  ( 3 )  1940 ( 5 )  ( 6 )  ( 7 )  
( 4 )  y 
Gar l and 160 
Mas on 448 
Mun� ord 407 5 , 082 18 . 1  $10, 399 
TROUSDALE 6 , 113 5 , 018 $35, 081 82 . 1  $28 , 801 
Har t s vill e  1 , 095 1 , 095 17 . 9  6 , 280 
UNICOI 14, 128 10, 778 41, 856 76 . 3  31 , 936 
Erwin 3, 350 3, 350 23 . 7  9 , 920 
UNION 9, 030 9 , 030 42 , 287 100 . 0  42 , 267 
None 
VAN BUREN 4, 090 3, 582 . 40 , 093 87 . 6  35 , 121 
Spen c e r  508 508 12 . 4  4 , 972 
WARREN �9 , 764 14, 597 53 , 034 73 . 9  39 , 776 
McMinnvil l e  4, 649 
Morri s on 278 




TABLE VI ( continued ) 
CALCULATIONS SHOWING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON 
COUNTIES AND :MUNICIPALITIES . RETURN OF i-¢' PER GALLON TO TOWN , BUT NOT TO 
EXCEED THE PER CAPITA RETURN OF THE COUNTY IN WHICH IT IS LOCATED� 
County and towns 1940 1940 Return or two Percentage County Towns 
!:1 
Population Population cent gas tax 
y rural and July 1 ,  1939 population !}/ !}/ urban to June 30,  
C olumn number ( 1 ) ( 2 )  ( 3 )  1940 ( 5 )  ( 6 )  ( 7 )  
( 4 )  El 
WASHINGTON 51, 631 27 , 892 $63 , 160 54 . 2  $47 , 370 
Jolmson C i ty 22 , 763 
Jonesboro 976 23 , 739 45 . 8  $15 , 790 
WAYNE 13, 638 12, 870 59 , 483 94 . 4  56 , 152 
Wayne sboro 768 768 5 . 6 3, 331 
WEAKLEY 29 , 498 21, 918 61 , 880 74 . 0  46 , 410 
Dre sden 1 , 115 
Gleason 883 
Gre enrield 1 , 509 
Martin 3, 587 
Sharon 586 7 , 680 26 . 0  15 , 470 
WHITE 15 , 983 13, 447 48, 643 84 . 3  41 , 006 
Sparta 2, 506 2 , 506 15 . 7  7 , 637 
WILLIAMSON 25 , 220 21, 100 59 , 735 83 . 7  49 , 998 





TABLE VI ( continue d )  
CALCULATIONS SHOUING EFFECT OF PROPOSED LEAGUE SPONSORED GASOLINE TAX RETURN BILL, UPON 
C OUNT IES AND MUNIC IPALITIES . RETURN OF -!¢ PER GALLON TO TOWN, BUT NOT TO 
EXCEED THE PER CAPI TA RETURN OF THE COUNTY IN Mi lCH IT IS LOCATEDl 
C ounty and t mms 1940 1940 Re turn of two Percentage C ounty Towns 
y 
Population Popula tion cent gas tax 
y y y rur al and .July 1 ,  1939 popula tion urban to .Tune 30, 
C o lumn number ( 1 )  ( 2 )  ( 3 )  1940 ( 5 )  ( 6 )  ( 7 )  
( 4 )  E.! 
WILSON 25 , 267 18, 409 $61 , 181 " 72 . 9  $45 , 886 
Lebanon 5 , 950 
Watertown 908 6 , 858 27 . 1  $15 , 295 
To tal "$5 , 458 ,  090 $4, 512 ,000 $946 , 010 
1 Thi s tabl e ,  exc ept f or the heading ,  TABLE VI , i s  copied from a table prepared by 
the Tenne s s ee Munic ipal Le ague and pr e s ented in the Report of The Gas Tax C ommi t te e ,  
.January 23 , 1941 . However, figure s for Cro cke t t ,  S e quat chi e ,  and Overton countie s  we re 
obvi ous ly in error and were c orrec ted by the author . The total s do not exac tly che ck 
with tho se of Table III b e c ause of minor difference s in s our c e s  of figure s .  
Yc ount i e s  and incorpora ted muni c ipal i t i e s  and the ir population are taken from 
Serie s P-2 No . 21 ( Al-41 , G-32 ) � · sixte enth C ensus of the Unit ed State s : 1940, as of April 
1,  1940 . 
. 
YT�i s  in;��a·t�-;�- �as �upplied from the o ff i c e  of R .  Burrell Harri s ,  Dire c tor of Accounts for the S ta te of Tenne s s e e . 
£/If the propo s e d .  Bil l  had b een in effe c t  .July 1,  1939 to June 30, 1940, c ountie s  an d  towns woul d have r e c e ived the amount shown in Columns 6 and 7 in s tead o f  C olumn 4.  Figure in C olumn 3 on l ine wi th county name i s  to tal rural population . Column s 3,  5 and 7 are totals for al� towns in a c ounty . ' 
5 countie s have no municipal i t i e s - and are not aff e c t e d  by the propo s e d  bill . 
· 30 counti e s  have 25 per c ent or more muni c ipal population and S e c tion 3 "A" will . app[y to the s e  countie s .  ' ' 





wi thin its t ext . I t  provide s : 
1 .  That muni c ipal i ti e s shall re c e i ve from the ( 2¢)  
" S tate Ga soline Tax" re turned t o  the· count i e s  only the amojnt 
above wbe. t the count i e s  r e c e i ve d  from July 1,  1940 to June, ·30 , 
1941 . 
2 .  Tha t the muni c ipali tie s in a county re c e ive the in-
crea s e · due the ir c ounty only . 
3 .  No c oun ty will los e any re venue as thi s re venue was 
neve r  befor e  re c e i ved by the c ounty . 
4 .  Doe s  no t change the me thod o f  di str ibut ion to CU'untie.s . 
5 .  Do e s  no t aff e c t  the s tate r evenue . 
-
I . 
6 .  Will never pay mor e than 25 per c ent of the twot c ent t 
gas o l ine tax t o  t he muni c ipal i t i e s . 
The a c tion taken in pre s enting thi s propo sal repre s ented 
a long s tep toward mee t ing some thing tha t would be ac c ep tea . 
Howe ver ,  thi s bill was put forward too late t o  be a c ted upon in 
the 1941 s e s s ion of the s tate legis lature . It was on . the eal -
endar when the . s e s s ion c l o s e d  and had ne ver been f inally a a� e d  
upon . 
There i s  l i ttle doub t but that the activi t i e s  of tha 
Tenne s s e e  Munic ipal Le ague will grow in inten s i ty and · scope . 
Howe ver ,  c er tain ob s tacle s mus t  be faced by the League . The 
C oun ty Judge s  A s s o c i ation w i l l  probably ' c ontinue to opp o s e  •hy 
measure that will in any way t end to l e s s en c oun ty share s ot 
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the gasoline t ax .  The tradi tional antipathy betwe en the county 
and the small town government of the s tate will also make p o s i ­
tive action diff icult . 
The League and the proponents of the idea of city shar­
ing recogni z e  the dif fi cultie s invo lve d .  The character of the 
l egi slation propo s e d  in 1941, was very conc iliatory in attitude . 
The backe rs of thi s leg i s lation realized the unl ike l ihood of 
pas sage of any measure dras tically aff e c t ing county shar e s . 
In order that some thing of value in the way of change could be 
po s s ibly achie ve d, the las t propo sed plan wa s de s igne d to saf e ­
guard and pro tect pres ent county share s .  
CHAPTER VIII 
CONCLUS ION 
Tenne s s e e  has . now pa s s ed through a de cade of gasoline 
tax sharing baaed upon the 1931 sy s tem of allo cation ,  one 
cen t  divided e qually among the countie s ,  and one c en t · divided 
among the counti e s  acco rding to combine d ar ea and population 
percentage s .  Nearly fifty million dollar s  of gasoline tax 
re venue s have been shared wi th the c ounti e s  of the s tate s in c e  
the two c ent sharing went into effe c t . The change made from 
the 1929 shar ing bas i s  was toward a more e qual sharing of the 
total funds r e turne d .  No conc�ntrated at temp t s  have been 
made during the past de cade e i the r to re turn the shar ing to 
a b a s i s  similar to that used from 1929 to 1931 or t o  adopt a 
new basi s . 
The aims of thi s th e s i s  have b e en to s tre s s  the impor­
tance of the ga s oline tax sharing problem in thi s s tate and 
to sugge s t  the p o s sible change s  tha t coul d be adopt ed . 
The ob j e c ti ve s  of any tax sharing or grant-in-aid may 
again be noted . The sharing of centrally collected re venue s 
should be de s igned ei the r to re turn the revenue s to the place 
of tax incidenc e ,  to supply funds for the e qualization of com­
parative cos ts and opportunitie s of go vernmen tal functions 
among the sharing uni t s ,  or to provide a means wher eby the 
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c entral government can control local action . Since the 
Tenne s s e e  ga soline t� shar ing sys tem doe s no t aim at s tate 
c ontr ol of lo cal road activity , its ob j e c t ive s ,  whe ther con­
s c ious or no t ,  mus t  be one or both of the others me ntioned . 
This s tudy ha s  pre s ented ade qua te s tatis tic al material 
de s igned to enable a determina tion as to whether the shar ing 
sy s tem is me e ting its suppo sed purpo s e s . C onclusions were 
re ached that if the purpo s e  of the Tenne s s e e  sharing scheme 
was e i ther the return of tax monies to place of gas ol ine con­
sumpti on , or the e qualization of highway c o s t s  and opportun­
i t i e s  among the countie s ,  the di s tribution was inequi table . 
If e i ther or b o th of the s e  purpo s e s  ar e to be me t ,  the dis ­
tribution in Tenne s s ee mus t  be chang ed s o  a s  to allo cate to 
the larger counti e s  of the s tate greater proport ionate share s 
of the returned tax funds . If the purpo se of the sharing , 
howe ver , wa s the equal i z at ion of the c o s t s of all lo cal gov­
ernmental func tions among the countie s of the s tate , much 
more jus t if i cati on could be given to the pre s ent plan .  The 
latter purpo se ha s not be en used as the reason for sha�ing 
revenue s in tradi tional highway financ e ,  and i t  serve s  chiefly 
as a def ens e for the current sharing sys tem .  Theore tical as 
well a s  prac tical a spects of this probl em have been cons idere d, 
and tables and acc ompanying c omments have been purpo sed to pro ­
vi de definite and conclusive e vidence relative to the effe c t s  
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of the sharing in th i s  s tate . 
As wa s men tioned earl ier in thi s  the s i s ,  any move tha t 
i s  to be taken in changing the pre s ent dis tribut ive ba s i s  .can 
conte about only through l eg i s la tive act ion . Thi s fac t  serve s 
to accentuate the politi cal influen c e s  enter ing int o  a de ­
te rmina tion and direc ting of thi s ac tion ,  and t o  l e s s en any 
p o s it ive influence that s c i entific findings could po s s ibly 
exert . Howeve r ,  the ine qui tie s of the present d i s tribution 
are evident upon ob s ervat ion , and can e as ily be noted wi thout 
an inten s ified survey . 
I t  s e ems e vid ent that re cognit ion of exi s t ing ine qui ­
tie s in the sharing s truc tur e i s  not the retarding factor in 
preventing chang e s . The re are s e veral cause s for the contin­
ua tion upon the current sharing s truc ture : fir s t ,  the balan c e  
o f  le gislat ive power in thi s  s tate i s  he ld by tho s e  smal ler 
counti e s  who s e  proporti onate share s  would probably be re duc ed 
by any change ,  and any relinquishing of such fund s available 
to such count i e s  would be politically inexpedient ; s e cond, 
no concerted effort has b e en made by the larger counti e s  to 
force a change .  If some moderate reform me asure were ini t iated 
by the l arger unit s and enough pol iti cal pre s sure brought to 
bear upon the repr e s enta tive s  of tho s e  me dian count ie s who s e  
re venue s would no t b e  greatly affe c t e d  by a change , adop tion 
wbuld be entirely pos sible . Of cours e ,  compl e te fulfillment 
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of e i ther o f  the theore t i cal ob j e c ti ve s of tax sharing canno t 
be expe c ted . Tenne s s e e  c onditions are such tha �  p o s s ibly the 
larger and more progre s s i ve count i e s  mus t  continue to do more 
than e qual i z e  highway oppor tuni tie s w i th the weaker uni ts . 
Grants above tho s e  that would exac tly e qual i z e  rural road co s t s  
s erve t o  enabl e  the poorer countie s  t o  support all l o cal gov­
ernmental func ti ons on a b a s i s  more comparable wi th the larger 
uni t s . Any r e vi s ion of the sharing s cale whereby the larger 
c ount i e s  re c e i ve gre ater propor tionat e  sha r e s  can rightfully 
be cons idered a progre s s ive s tep . 
One o f  the mo s t  hopeful s lgns that has appeared in con­
nec tion with the ga s o l ine tax sharing p roblem, has be en the 
int er e s t  and activi ty t�ken by the Tenne s se e  Muni c ipal League 
during the pas t two ye ar s .  In sp�te of the fact that such 
int e re s t  i s  concerne d pr imari ly w i th the s e curing o f  portions 
of the fund s  fo r the c i ti e s ,  i t  wil l  s erve to fo cu s  attention 
upon the who l e  problem . Such a c tion should arous e  and s t imu­
late some a c t ion by the large r  countie s ,  and shoul d for ce the 
bene f i c iarie s of the pr e s ent sys tem ( the smal l er c ountie s ) 
to defend the pr e sent s truc ture . The muni c ipali tie s of the 
s ta te will continue to s e ek share s of gas o l ine tax re venue s 
for us e on c ity s tree t s . Repre s entative s of the muni c ipal 
un i t s  s e em wi l l ing to ac cept any plan whi ch they think might 
be ac cep tabl e  to the counti e s .  If the . League continue s i t s  
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a c t i ons , some p lan will pr obably be w o rked out under which 
the c i t i e s  of the s tate will r e ce ive s ome ·share , however small 
the y might b e . As was pre viously s ta ted, only a few of t he 
muni c ipalit i e s  o f  the s tate s e em to be suffi c iently indepen­
dent of the surrounding rural are as to warrant specific in­
c lusion as full sharing pa rt i c ipant s . 
A pos s ib l e  s o luti on to the whol e  problem would b e  s tate 
as sump tion of c ontrol o ve r  the cons truc tion and maintenance 
of all lo cal o r  rural roads . Thi s ,  of c our s e , would e l iminat e  
an y  sharing p roblem, and the funds would b e  u s e d  in integrat­
ing a s tate -wide sys tem ,  much in the manner that funds are 
now expende d  on s tate highways . S e ve ral s tates ha ve adopted 
thi s plan . If a sati sfac tory sharing s cheme c anno t be wo rke d 
out , there will be more l ikel iho od that c omplete s tate c ontrol 
of all roads will e ventually c ome . Howe ver , i t  i s  be l ie ved 
tha t s ome sati s fac tory sys tem o f  tax shar ing among the l o c al 
uni t s  c an  be worked out and put into effe c t . 
The adop t i on of a more e qui tabl e di s tribution among the 
count i e s  of the s ta t e , ( eithe r a r e turn t o  the 1929 sha ring 
base , or sharing o n  any of the o the r p lan s me ntioned } , plus 
s ome sy s tem wher eby the larger munic ipal i tie s of the state may 
be inc luded a s  sharing par t i c ipant s ,  ( p o s s ibly taking the form 
of def ini te appr opriati ons to the de s ignated muni c ipal units } , 
s e ems to be the mo s t  logic al s o lution to the gaso l ine tax shar­
ing probl em .  
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APPENDIX 
Population p ercentage s for the various counti e s  that 
have b e en worked out on the ba s i s  of the 1940 c ensus . The s e  
percentag e s  were r eady t o  b e  u s e d  i n  the all o ca tion o f  ga soline 
tax . re venue s in March 1941 , but the change had no t been made 
at tha t ·time . The change tha t will b e  made in total amounts 
re turne d will be s light due t o  the fac t tha t only in a few 
counti e s  did population percentage s change greatly ,  and only 
one-fourth of the total amount s  re turned are shared acc ording 
to population . The perc entag e s  below are taken from thos e 
worke d out by the Department of Ac coun t s , and are certif ie d  
corr e c t . 
C oun ty Population C oun ty Populat i on 
percentage percen tage 
Ande r s on . 9 08965 Pecatur . 351905 
Bedford . 793973 - DeKalb . 500302 
Benton . 410722 Dickson . 676237 
Ble dsoe . 286641 Dyer 1 . 197596 
Blount 1 . 410091 Faye t te 1 . 039906 
Bradley . 977351 Fentre s s  . 489121 
C ampbe ll 1 . 067651 Franklin . 819386 
C annon . 338839 Gib son 1 . 537635 
C arroll . 890926 Gil e s  1 . 0027 9 8  
C ar ter 1 . 204695 Grainger . 492345 
Che a tham . 340485 Gre ene 1 . 351411 
Che s ter . 381502 Grundy . 396181 
Claiborne . 845622 Hamblen . 638272 
C lay . 373957 Hami lton 6 . 189569 
C ocke . 825937 Hanc o c k  . 385172 
C offe e . 650207 Hardeman . 809029 
Crocke t t  . 594340 Hardin . 610664 
Cumb erland . 534734 Hawkins . 978208 
141 
County Population County Population 
percentage percentage 
Haywood . 949949 Overton . 647601 
Henderson . 659158 Perry . 258416 
Henry . 887463 Pickett . 213077 
Hickman . •  510076 Polk .530653 
Hous ton . 220588 Putnam . 900255 
Hwnphreys . •  425984 Rhea . 560833 
Jackson . 517244 Roane . 953241 
Jefferson . 638615 Robertson . 996145 
Johnson . 445772 Rutherfor d  1 . 152463 
Knox 6 . 120636 Scott .547561 
Lake . 385309 Sequatchie . 172780 
Lauderdale . 838900 Sevier . 798775 
Lawrence . 985170 Shelby 12 . 286335 
Lewi s . 200594 Smi th . 553802 
Lincoln . 933316 Stewart . 464669 
Loudon . 680353 Sullivan 2 . 369299 
Macon . 511139 Sumner 1 . 122112 
Madison 1 . 855897 Tipton . 961506 
Marion . 656414 Trousdale . 209648 
Marshall . 549756 Unicoi . 484526 
Maury 1 . 384060 Union . 309688 
Meigs . 219251 Van Buren . 140268 
Monroe . 832521 Warren . 677815 
Montgomery 1 . 143615 Washington 1 . 770707 
Moore . 140371 Wayne . 467721 
Morgan . 522731 Weakely 1 . 011646 
McMinn 1 . 055648 Whi te . 548144 
McNairy / 700450 Williamson . 864931 
Obion 1 . 062404 Wil son . 866543 
Total population percentage of all counties 100 . 000000 
